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Abstract 
 
In the United States of America, student debt is exceeding 1.3 trillion USD. This owes to 
students taking out federal as well as private loans in order to cover tuition fees. These fees, in 
turn, have risen to around 35.000 USD for a four year bachelor’s degree, caused by decreased 
public funding of higher education in accordance with neoliberal policy-making. 
This paper presents a joint effort to disentangle a complex lying at the very heart of not 
only economic but human relations: debt. Our interdisciplinary approach challenges the reader to 
question his*her commonsensical understanding of debt mechanisms and provide a well-rounded 
analysis of the different economic, historical and societal forces at play. In retracing the origins of 
the neoliberal ideology, which we see as instrumental to the crisis, and in illuminating hierarchies 
and power relations the American student is subject to, we arrive at a comprehensive picture of 
the U.S. student debt crisis.    
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1. Introduction 
 
The need to dramatically elevate college attainment is an urgent one – for our students, 
our families, our communities, and ultimately our nation’s future. Every capable, hard-
working and responsible student should be able to access and afford higher education – 
and we all have a role to play to keep college part of the American Dream. 
- Education Secretary, Arne Duncan, 2012 
 
Although it has been the current Obama administration's incentive to lower the cost of attending 
University, Jeffrey Sparshott, reporter at the Wall Street Journal, states that “[c]ollege graduates 
this year are leaving school as the most indebted class ever” (Sparshott, 2015: n.p.). On average, 
a student having attended a four-year bachelor program graduates with a little over 35,000 USD 
in debt (Kantrowitz in Sparshott, 2015) – an average that has almost quadrupled within the last 
decade. This is highly problematic as U.S. financial corporation Brock House and Cooper states 
that since 2001, the average weekly wage has fallen by 7% (Karsten, 2012). Today total U.S. 
student loan debt surpasses credit card debt, making it a 1.3 trillion USD debt crisis (Ibid.).  
According to a report from the Department of Treasury and the Department of 
Education, Economics of Higher Education (2012), higher education is an imperative in ‘socio 
economic advancement’. A person with a college degree earns up to 65% more than a person 
with a high school degree, who is also twice as likely to be unemployed than a student of higher 
education (2012: 13). But since the early 1980s with the election of Ronald Reagan, a stark 
decrease in government funding toward higher education  has lead the students and their families 
to be the main provider of funding,  
 
public institutions have become more reliant on tuition as a revenue source; recently, over 
40 percent of public institutions’ revenue has come from tuition, including federal 
financial aid, up from just 20 percent in 1987 [...] Now, students and their families 
increasingly pay their own way, given the increasingly common view that education is a 
private investment, rather than a public good (Ibid: 21) 
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Today more than 8 out of 10 undergraduates receive financial aid to pay for their tuition (NCES, 
2014: Table 331.35). The federal loan proves necessary to attend university, but due to its 
complex nature it often leaves the student in deeper debt than expected and in turn compromises 
his*her ability to pay it back. The overall confusion regarding loans and interest accrual fuels the 
fire of the student debt crisis. In many cases, students are surprised as to how much they expected 
to pay back after graduation. According, a study conducted by Delise et. al (2015) at New 
America, a research enterprise states that,  
  
the cause of so many struggling to repay student loans these days is a combination of 
uninformed borrowing – mostly due to ignorance, youth, naïveté, and a weak job market 
– and a messy system that is difficult to understand and tricky to navigate. 
(Delisle et al, 2015: 3) 
 
The study also brings attention to and demonstrates how there seems to be much confusion as to 
how interest and loan postponements functions, something the students eventually learn when 
they discover the sudden growth of their loan: 
  
I didn’t know my bill was going to be $270 when I first came out of school. The highest 
bill I had coming out of college was my phone bill, that maybe was a hundred bucks. So 
when you have a $270 bill, and I think, “Well, I can’t pay this, I can’t do that, this is a 
$270 bill,”—one of the highest bills I’m going to have on my table for at least another 20–
30 years, and knowing that if I lower this bill it’s going to affect me or if I go into 
forbearance it’s going to affect me. 
(Ibid.: 5) 
 
The focus group participants reported that their universities guaranteed high job placement rates 
and potential earnings for graduates. Due to the overall disorientation of the students, many felt 
misled or deceived by their schools, which had promoted the benefits of the financial investment 
in education (Ibid.). Instead they were left with encumbering amounts of debt. Considering the 
value higher education has in today’s society, one has to ask whether the cost is still worth the 
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benefits?  
 As new generations of deeply indebted students are created, a gradual gain of attention 
occurred proportionally with the growth of the crisis. It has led us to dedicating this semester 
project to investigate the crisis, its history, and its roots. In honing in on its roots, we examine 
different guises of debt and especially inquire into the historically anchored conflation of moral 
and legal debt. Moreover, we investigate how a morally charged, muddled understanding of debt 
exerts forces on society that stay largely unacknowledged, their implications taken for granted 
even while they affect people in many significant ways – and especially do so today in relation to 
the current problem of student debt. With an enriched, historicized understanding of the 
concepts of debt, we will turn our attention to neoliberalism and examine the role of the student 
as well as that of the university, juxtaposing the underlying rationale of human capital theory with 
Foucault’s critique of neoliberal governmentality to fuse this analysis connecting the concept of 
docility with the American student’s subjugation under neoliberalism. Finally, we will discuss the 
implications thereof.  
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1.1 Dimensions 
 
In basing our initial research on David Graeber’s Debt: The First 5000 Years, it came about 
naturally to include the dimension of history and culture. Throughout the whole paper we 
extensively refer to historical events as well as how debt mechanisms manifest themselves within a 
cultural context. Moreover, we emphasize and use as a case study neoliberalism in the United 
States of America, anchoring it historically and highlighting how the process of seeking of higher 
education is shaped by the political ideology. 
 Regarding the dimension of philosophy and science, we peruse polls, statistics and analyses 
pertaining to the larger complex of higher education and aim to extract out of scientific findings a 
larger picture that corroborates our more philosophical inquiry into debt, moral obligation, and 
hierarchical power structures, where we retrace arguments by thinkers such as Nietzsche, 
Durkheim and Foucault. Building on that we devise our own argumentation, critically furthering 
and synthesizing ideas pertaining to a more immediate conceptual analysis. 
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1.2 Motivation 
 
Reading David Graeber’s history of debt, all members of our group were amazed at how 
significant a role debt plays in our world. It is ubiquitous, manifested in all aspects of culture, 
history, religion, language, and social relations, yet David Graeber seems to be the only person 
who has ever written an actual history of debt – debt in all its facets, not merely money and 
credit. We were astonished as to how the notion of debt contributes to human interactions, not 
only as a negative concept, but also as a necessary one. It works as a glue of society and personal 
relationships and interactions. This discovery motivated us to educate our reader with this 
knowledge, and make him*her aware of its persisting and everlasting presence. We were keen on 
providing new insight to an old and often misrepresented concept with something new and 
current. As university students, the U.S. student debt crisis caught our attention as an interesting 
debt relation to investigate. Although we come from different places around the world (some even 
having participated in the American higher education system), the average cost of higher 
education in the U.S. struck us all to be outrageous and morally problematic.  
We wanted to find out why students are seemingly neglected and a rich country does not 
provide for a considerable part of its population, and the more we gained understanding of this 
crisis – specifically by analyzing neoliberalism –, the more we found out that the Danish higher 
education system is not far from mirroring the American one. We can already see some 
resemblances, in that public funding has been reduced to Roskilde University, which has had 
direct effect on us. Several degrees in English have been cut, professors have been fired, and we 
are encouraged to constantly reflect on what our degree can contribute to on the job market after 
we graduate. We are reminded that studying abroad, interning and getting a study relevant job 
will boost our CVs and make us more marketable agents. Although we consider ourselves very 
lucky in comparison to the American student, we foresee an increasingly neoliberal ideology 
dominating Danish higher education in the future. This spurred us on to investigate the root of 
the problem in the U.S, but it also made us delve into possible solutions, such as alternative 
schooling within higher education. Moreover, we feel that it is our moral obligation as 
international students to stay informed and discover ways of thinking and tackling higher 
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education, not just in our immediate environment, but also across borders, for the current as well 
as future generations of students.  
 
As a point of departure, we wished to examine the concept of debt, its relevance in society, and 
its origins. When we in the beginning of the semester discussed alternatives of illustrating this 
concept, we wished to find a current acute problem, in which this concept plays a crucial role in. 
Student debt, being the biggest debt next to mortgages, seemed apparent to delve into, as we 
wished to show how the debt concept has developed throughout history, and what it has lead to 
in today’s society. In a time where the student debt crisis has become a pressing nationwide 
challenge, we as international university students are strongly convinced that change desperately 
needs to occur. We have therefore dedicated this project to the further investigation of the 
reasons of rising cost of higher education in the U.S., to finally discuss the reappropriation of the 
American Dream.  
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1.3 Theory 
 
In this subchapter we aim to guide the reader through our theoretical framework, and clarify 
how our chosen theories connect to one another. Our conceptual grounding serves to qualify and 
compliment our research: moving from abstract theoretical suppositions to a specific tangible 
case and thus illustrate the theories in practice. 
We take point of departure in anthropologist David Graeber’s The first 5000 years of Debt. 
We use his history of debt as a foundation to educate our readers as to what debt is and how it 
can be understood. We take upon us Graeber’s arguments of how debt serves not merely as an 
economic principle, but also a moral one: the exposure and historical tracing of the conflation 
between legal and moral debt lends a new perspective to investigate the U.S. student crisis. 
Furthermore, Graeber’s historical investigation sheds light on how debt is a structuring principle 
of society – and that debt inevitably contributes to the establishment of hierarchy. Time and 
again it shows that debt is not reducible to mere numbers and a neutral affair, and here 
Graeber’s approach of continuously exposing paradoxes and contradictions within the workings 
of debt and the commonsensical understanding of it informs our own argumentational structure. 
Ultimately Graeber’s notion of primordial debt leads us to philosopher Friedrich Nietzsche and his 
Genealogy of Morality, arguing how one’s ancestors act as an overarching larger-than-life authority 
one is always indebted to. His compelling argumentative demonstration of how the ultimate 
‘creditor’ in the form of god emerges from this relation lends us the analytical tools to draw a 
parallel to Nietzsche’s image and view the American government as a towering authority to 
which the citizen is indebted. 
Taking departure from Nietzsche’s philosophy on morality, we turn to sociologist Émile 
Durkheim’s perspective on the individual’s obligation towards society. Durkheim’s empirical 
work illustrates the totem as a manifestation of god, and in turn, society as a whole. We 
extrapolate from this notion and translate it to our more immediate case study. As the genesis of 
the United States is heralded and lifted to mythical status, it brings with it an obligation to honor 
the nation. In order for the American to do justice to his*her role as a free citizen, he*she must 
exercise the right to pursue happiness, a happiness we argue is obtained through higher 
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education. Thus, retrieving an education is an obligation that should be fulfilled and given back 
to American society.  
But what follows, when the society which has granted the freedom to pursue happiness, 
puts a considerably high ‘price tag’ on that happiness and in turn contradictorily constrains its 
citizen’s freedom? In attempt to answer such a problematic, we delve into American 
neoliberalism, in order to gain a more nuanced perspective on how this political ideology has 
changed the way higher education functions. We investigate its influence on the individual 
student, the university and the federal government, specifically claiming that social domains have 
become economic, and in doing so lean on post-structuralist historian and philosopher Michel 
Foucault who, in a collection of lectures presented at the Collège de France 1978-1979, describes 
this development as the application of an economic grid to non-economic domains. We are 
especially aware of the fact that – historically – his conception coincides with the dawn of many 
neoliberal ideas and policies that, as we argue, have ultimately led to the student debt crisis. 
Foucault’s thoughts on human capital theory, a theory instrumental to neoliberal rationale, offer 
invaluable insight as to its underlying mechanisms, from which we extrapolate and form our own 
conclusions regarding the role of the university and the economic and societal forces acting on 
the individual. We assume a decidedly critical approach in assessing to what extent Foucault’s 
understanding of homo œconomicus can be applied to the case of the students, and take up his 
concept of Docile Bodies to apply it to the American student to further analyze the power relation 
between the student and the faculty on one hand, and the neoliberal government’s influence on 
the university on the other – one theme of this paper is the creation and the maintaining of 
hierarchies, which Foucault extensively illuminates in his conceptual analyses. Considering that 
our project involves much historical overview on the subjects we cover, we therefore think that 
Foucault’s vast historical awareness furthers the relevance of the incorporation his work into our 
project. 
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1.4 Method & Delimitation 
 
In A New Answer Volney Gay offers a critical outlook on humanistic research strategies, 
maintaining that,  
 
Like members of a salon, humanists talk across boundaries and sometimes head toward 
conceptual cliffs (or abysses). Like members of skunk works, our groups are also directed 
toward rethinking accepted wisdom and the restraints of the discipline.  
(2010: 23) 
 
In regards to our research this statement holds true, for all of the members of our group are 
based within the humanities while our personal combinations of courses are interdisciplinary – 
spanning business studies, computer science and social science. This has lead to vast difference in 
approach and interest, and contributed to our choice of theory and critique thereof. We have 
used an array of different thinkers; some classical, some modern. In After Theory, Terry Eagleton 
offers a critical outlook on theory, maintaining that “we are living now in the aftermath of what 
one might call high theory” (2004: 2). However, he does not believe theory is dead or completely 
drained; rather, he argues, “If theory means a reasonably systematic reflection on our guiding 
assumptions, it remains as indispensable as ever” (Eagleton, 2004: 2). Currently, we learn in an 
intellectual era that follows the ‘greats,’ an older generation of thinkers like Nietzsche, Durkheim, 
and more. Eagleton states that the new generation has “developed the original ideas, added to 
them, criticized them and applied them” (2004: 2). We have done the same throughout our 
project with the aforementioned theorists and their particular theories: taking theories formed 
before our current time, looking at how they apply to and shed light on the U.S student debt 
crisis, and finally attempting to expand on them against the backdrop of our problem definition. 
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1.4.1 On Debt: the First 5000 Years 
 
Of all the works we invoked throughout our research, Graeber’s book has been the one we 
devoted by far the most attention and time to, extensively discussing and dissecting his argument 
in a process of critical reading. Since his argumentation structure is far from linear, being 
structured more by chronology than argumentative coherence, our task consisted to a large 
degree in reassembling the larger claims and conceptualizations into a comprehensive whole, 
while at the same time gauging Graeber’s writings both with regards to its relevance to our paper 
and concerning the credibility and cogency of its general argumentation. This proved of 
particular importance, since his background as an anarchist activist clearly informed a part of his 
reasoning, which at times proved biased to the extent of being problematic; so that a critical 
reading exposed some simplifications or limitations in the argument structure. In his conclusion 
Graeber offers the following statement: “I would like to end, then, by putting in a word for the 
non-industrious poor. At least they aren't hurting anyone” (2011: 390). It is patronizing 
statements like these that clearly show his leftist romanticizing, belittling the “non-industrious 
poor” and at the same time implying that being industrious amounts to inflicting injury.  
 Thus, while largely following Graeber’s assertions, we consciously excluded some of his 
less well-founded points in order to arrive at a more cogent body of argumentation of our own 
making. 
 
1.4.2 On Neoliberalism 
 
The current political and social landscape within the U.S. is dominated by neoliberalism, an 
economic theory that has evolved since the late 1940s and manifests itself clearly in our current 
time, having developed into a full-fledged ideology. We have studied its origins through David 
Harvey, Daniel B. Saunders and Michel Foucault, and applied it to highlight its implications 
regarding the U.S. debt crisis. All three academics come from different backgrounds and time 
periods, and were chosen because they offer varied and insightful discussions.  
It is common practice to criticize neoliberalism and capitalism in this day and age. As 
Gay puts it, “Political actions by the other are reduced to cartoon-like sketches of sadistic intent 
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to destroy what is good” (2010: 41), which is not our intention in analysing neoliberalism and in 
applying it to the student debt crisis; however, neoliberalism does serve as a clear explanation of 
why the university, the student and the lenders operate as economic actors. 
 
1.4.3 On Human Capital Theory  
 
In attempting to understand the student’s decision-making process concerning the investment 
into education, the human capital theory provides the underlying rationale, assessing the value and 
returns of higher education in purely financial terms as part of a cost-benefit calculation. 
We apply the theory in relation to neoliberalism, which enables us to expose the logic 
behind current practices within American educational policies and in turn highlight the 
entanglement of human capital theory with neoliberal thought in the first place. 
Furthermore, we refrain from mentioning e.g. the human rights approach to education. 
This is a conscious choice so as not to stray too far from the American educational reality: for the 
purposes of our inquiries we did not deem a focus on different educational models to further an 
understanding of a crisis specifically situated in neoliberalism, of which human capital theory is an 
integral part.  
 
1.4.4 On Power and Docility 
 
Being mindful of the fact that idea historian and social theorist Michel Foucault is not without 
critique, we nonetheless chose to apply his theory on the subjugation of the individual by 
institutions, appropriating it to students in the neoliberal university; naturally this form of 
subjugation happens through specific power relations, and in accordance our research will 
implement Foucault’s analysis of power. However, the content on power will be narrowed down 
to the extent we find useful for understanding the underlying power structures of the American 
student debt crisis, to illustrate the exercise of state power over students. 
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1.4.5 Further Delimitations 
 
With a topic such as the student debt crisis that is extremely wide in scope, offering both many 
possible starting points for investigation and a large array of areas where implications of the 
development can be studied and analyzed, our approach to the project at hand necessarily 
excluded many aspects that could be seen as pertinent to an inquiry into the causes and effects of 
said crisis. The following paragraphs thus hold a reflection on our choices regarding the 
employed terminology, theories, and focus points. This serves to both enhance the reader’s 
understanding of our argumentation as well as show an awareness of the limitations our 
approach entails – thus lending at the same time perspectives on further angles that could speak 
to our analytical findings and diversify the results.  
As we feature a diverse number of theorists, their forms of argumentation but, more 
fundamentally, also their general methods of investigation differed greatly, making imperative a 
critical reading of the respective works – as already mentioned with regards to Foucault and 
Graeber. This applies equally to the works of Nietzsche and Locke, whose philosophical 
arguments are largely derived from a hypothetical tribal setting and a hypothetical state of 
nature, respectively. With regards to Nietzsche, we are aware of the polemic nature of his 
argument, much of which was fuelled by the anger and discontent the German philosopher felt 
towards his contemporaries. Nonetheless we find his reasoning to expose mechanisms of general 
relevance within the concept of debt, thus offering a conceptualization that had direct 
applicability to our project. Conversely, the inclusion of Locke’s thoughts on the state into our 
paper remained rather limited. At first glance his contribution to origins of and legitimations for 
a governmental body seem pertinent to our case: Even though centuries have passed since his 
writings, they still hold a great relevance to current inquiries regarding the American state and its 
foundation, as his philosophy is highly constitutive of the American Declaration of 
Independence. However, our twofold focus on the general mechanisms of debt as well as the 
power relations between students and institutions within neoliberalism would make an immersion 
into a third, removed field, namely into the very genesis of American philosophy, a winding and 
ultimately unsuitable enterprise for our purposes.  
House 3.1.1. - Group 6                Fall 2015 
           
17 
Our choice of problem definition obviously led to feature neoliberalism prominently 
throughout the paper. This confronted us with a terminological problem: the use of the term 
neoliberalism invariably invokes capitalism as its concomitant, both encompassing many of the 
contemporary directives of profit maximization, market logic, and self-interest, but also general 
tendencies of privatization, deregulation, and a prioritization of economic expansion. Thus they 
become vast umbrella terms with unclear contours and still hazier demarcation between one 
another, not least because neoliberalism as well as capitalism carry political connotations. In an 
effort to avoid vagueness and our findings not to get lost in concepts of little solidity, we choose 
not to refer to capitalism in a political sense: used in this way, the term holds ambiguous 
connotations and becomes difficult to the point of arbitrariness to delineate against neoliberalism 
as a political ideology – neoliberalism in itself already contains multiple meanings, as it stems 
from economic theory but has developed beyond that. Thus capitalism is used in a purely 
economic sense, referring to the currently predominant principle of structuring and developing 
economic systems, that is, based on the premise of the promotion of economic growth and the 
continued accumulation of capital. Consequently, the term appears only seldom throughout the 
paper; this, we find, does not reflect an evasion of complexity, but on the contrary hones the 
precision of our analytical language and avoids a muddling of references. 
 Speaking of capitalism, or rather refraining to speak of capitalism, this leads us to a 
related question that cropped up regularly throughout the course of our investigation: could a 
student debt crisis of this scale have happened under a different political system? While this had 
provided ample material for informal discussion, we nonetheless feel that including a 
comparative analysis of higher education e.g. in the USSR versus the USA during the Cold War, 
or Denmark versus the USA in contemporary times would surpass the spatial as well as temporal 
constraints of this project. Ultimately the consensus continues to be to prioritize our Genealogy of 
Debt, as well as to substantially deconstruct neoliberalism in the U.S. with a narrow focus. 
Including a second state or ideology would have to entail a sacrifice on both of those fronts. 
 Where we are wary of drawing on too big a scale in our investigation, we find it similarly 
important not to evaluate too small a scale: for the sake of a coherent argument, we mostly do 
not differentiate between private and public higher educational facilities, as much as we do not 
look at the differences between their respective students. We make valid generalizations to 
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preempt diffusion of content and confusion on the part of the reader, and are satisfied with the 
balance we strike in describing ‘the neoliberal university’. 
  
1.4.6 Concluding Thoughts 
 
The applied method in our project has simply and essentially been critical reading. In keeping 
with Gay’s sentiments that “humanists cannot rely upon research tradition in which fundamental 
questions are answered, leading to new questions and thus a progressive tradition” (2010: 39) and 
furthermore that “[h]umanistic research cannot [...] avoid moving from depth studies to 
horizontal studies, from textual studies to social, cultural and political studies” (2010: 43), we 
have perused and drawn conclusions from academic articles and essays, polemics, political 
speeches, polls, books, commentaries, interviews, quantitative and qualitative analyses, spanning 
centuries and all written within different disciplines and with differing approaches, including 
anthropology, politics, sociology, history, economics and philosophy.  
In the process we have covered both primary and secondary sources, often extracting an 
argument from the original author to then strengthen, widen, and specify it by drawing on 
qualified commentaries – this applies especially to the utilization of Foucault’s theory, whose vast 
scope in both method and theory required a particularly careful and precise delineation of our 
own approach as derived from Foucault. 
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1.5 Problem Definition 
 
Having established a historicized reevaluation of morality within the debtor-creditor relationship, 
and having shown the current U.S. student debt crisis as symptomatic of neoliberalism, how do 
these findings shed a new light on the nature of power relations between hierarchically opposed 
parties within neoliberalism, specifically between the student on one side, and lenders and 
universities on the other? 
 
1.5.1 Research Questions 
 
1. How does the U.S. narrative of promoting personal freedom and individual agency 
ultimately constrict the citizen?  
2. What implications for our reevaluation of the moral dimension within debt relations can 
be drawn from Friedrich Nietzsche’s and Émile Durkheim’s reflections on worship? 
3. How has the neoliberal university become an enterprise, operating within and being 
influenced by the market? 
4. In what ways does the American student act as homo œconomicus and what are the 
consequences of this? 
5. How are the neoliberal aspects and the human capital theory seen in connection to the 
Foucauldian docile body concept and how do these jointly contribute to the understanding 
of current student debt crisis in the U.S.?  
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2.  History of Student Debt 
 
In discussing the student debt crisis, it is crucial to account for its history. We aim to further the 
reader’s understanding of why the reality of the crisis is manifested in this particular way, 
examining the relevant steps of its development in relation to statistics of growth (tuition fees and 
amount of students receiving financial aid) and actions performed by the federal government. 
This will take us one step further towards clarifying the constituent factors of the U.S. student 
crisis, which we argue originates in practices of neoliberalism. 
 
2.1 Understanding the Student Debt Crisis 
 
In order to gain a more nuanced perspective regarding the status quo of student debt in the U.S., 
we find it necessary to account for the history of tuition fees, and federal as well as private loans. 
Laura Landry, Ph.D. in Applied Social Psychology from Georgia University, traces the 
beginning of student loans to 1840. This year the very first student loan program was created by 
Harvard University and offered to its students (Landry, 2012). The Department of Education was 
established a few years later within the government; however, it did not issue federal student 
loans in the beginning as it does today. Rather, its aim was “to collect information on schools and 
teaching that would help the States establish effective school systems” (U.S. Department of 
Education, n.d.: n.p.). 
The beginning of financial aid for students external to Harvard was initiated with the GI 
Bill. In order to ease the transition from military to civilian life the GI Bill of 1944 guaranteed 
World War II veterans subsidies when pursuing higher education. Alan Michael Collinge, author 
and founder of a student justice movement, explains that the payment for the veterans service 
was in the form of a paid education, which was a result of the protest held by World War I 
veterans in Washington, D.C. (Collinge, 2009: 2). While a university degree had been 
traditionally reserved for a small part of the population with substantial financial means, by 1947 
millions of veterans had opted for the pursuit of higher education and accounted for 
approximately half of all enrolled students (Ibid.). 
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In 1965 the U.S. Department of Education began to issue federal student loans in keeping 
with the Higher Education Act passed under President Lyndon B. Johnson, in which an 
amendment (to be found in Title IV) concerning financial aid for students was signed into U.S. 
law (Higher Education Act, 1965: 1232-54). “By the end of the decade, the nation had made 
formidable strides to meet its goals of providing low or no-cost college education to the public” 
(Collinge, 2009: 3).  
The year 1969/1970 saw 792,316 students graduating with a bachelor’s degree 
nationwide (NCES, 2014: Table 318.10.). In the same semester average tuition was 4,696 USD 
for a four-year college degree (NCES, 2014: Table 330.10.)1. What today is known as the 
Stafford Loan was offered to students in exceptional financial need, and it attracted students 
because loan subsidies were provided, while the government paid the accrued interests for 
students’ years in college, as well as for the difference between a set low interest rate and the 
market rate after graduation (Landry, 2012). Still, by 1970 only a relatively small group of 
students needed to take out loans to attend college; these loans were usually small and therefore 
paid within a few months after graduation (Collinge, 2009: 4). In 1972, average tuition for a four-
year college degree reached 5,216 USD2 (NCES, 2014: Table 330.10.) and the number of 
graduates nationwide grew to 922,362. (NCES, 2014: Table 318.10.)  
At this point tuition fees as well as the number of students that graduated with a bachelor 
degree rose quite linearly. With the consolidation of neoliberal ideology, however, tuition fees 
were to increase to a disproportionate degree. 
Over the course of the 1970s the Higher Education Act was repeatedly amended, 
including adjustments such as replacing ‘higher education’ with ‘post-secondary education’ to 
broaden the category of people who had access to the loan, such as students enrolled in trade 
school or junior college. On the one hand, this offered a wider range of people the means to 
pursue higher education. On the other hand, the practice of extending loans proved to be quite a 
lucrative endeavour for the lenders, who could now expect higher profit from more loans. Put 
cynically, in this way the neoliberal U.S. government created a bigger market for student debt. It 
                                                
1 Tuition fees statistics: the average of both private and public institutions together. For example, in 1969/1970 the 
2 Public institutions: 2,147 USD. Private institutions: 10,462 USD 
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is this thinking in terms of maximizing revenue we see instrumental to the crisis at hand – an 
argument we will continuously take up over the course of the paper. 
 To add insult to injury, “bankruptcy protections, statutes of limitations, refinancing 
rights, and many other standard consumer protections vanished for student loans— and only for 
student loans,” making the student more vulnerable to financial plight (Collinge, 2009: 4). 
 
Under the Reagan administration in the 1980s, thinking in terms of governmental profitability 
cemented neoliberalism as the de-facto ideology of the United States. This will be expanded on 
in chapter 4. Public funding was severely reduced and many universities had to increase tuition 
and offer fewer grants, and by 1989/1990 average tuition fees for a 4-year education reached 
7,032 USD3 (NCES, 2014: Table 330.10.). Isabel Wilkerson, reporter at the New York Times, sheds 
light on the transition: 
 
The increased borrowing comes when the Reagan Administration is seeking ways to shift 
the cost of financial aid programs from the Federal Government to the students who 
benefit from them. Administration officials say college debt is worth the investment 
because the average college graduate can expect to earn $640,000 more than a high 
school graduate over a lifetime.  
(1987: 1). 
 
The rationale behind this statement mirrors the logic behind the human capital theory in assessing 
the value of education on a cost-benefit basis. We will extensively discuss the theory further down 
in relation to neoliberal ideology. In the same article, Dr. Dallas Martin, at the time executive 
director of the National Association of Financial Aid Administrators, states that middle class and 
lower class families had to compromise on other spendings such as medical care and mortgages 
payments out of necessity (Ibid.). This illustrates that thinking in terms of a crisis gained traction 
in the media already in the 1980s. 
 
                                                
3 Public institutions: 3,293 USD. Private institutions: 15,537 USD 
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Melissa A. Venable, Ph.D. in Curriculum and Instruction – Instructional Technology from the 
University of South Florida, explains that by the 1990s “the average debt of a bachelor’s degree 
graduate was approximately $9,000; five years later, it was about $15,000. By 2003, it had 
jumped to approximately $17,500” (2013: n.p.). Bill Clinton, president of the United States from 
1993-2001, prioritized higher education, as he argued it to be the best possible investment in 
people. In fighting for investment in education aid,  
 
[he] proposed a large package of education reforms, arguing that we should change the 
way we spend the more than $15 billion a year of education aid to ‘support what works 
and stop supporting what doesn’t work,’ (...). [He] again asked Congress to provide funds 
to build or modernize 5000 schools and to approve a six-fold increase in the number of 
college scholarships for students who commit to teaching in under-served areas. 
(Clinton, 2004: 843) 
 
Although Clinton had a strong motivation of finding alternatives to funding college educations, 
statistics of tuition fees, the increasing number of debtors, and problems arising from that – all 
these developments illustrate the lacking results of his fight for bettering the opportunities for 
pursuing an education. Although a democratic president that supported a higher public funding 
of education, including through taxes, Clinton still acted within a frame dominated by neoliberal 
ideology. In other words: no significant changes occurred despite Clinton’s attempts to prevent 
the further development of the student debt crisis.  
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2.2 Manifestations of the Student Loan Debt Crisis  
 
Between 1999-2009, tuition costs for a regular four year degree increased by 73%, while the 
amount of funds the state government spent on public schools decreased by approximately 28% 
(Venable, 2013: n.p.). At the same time, the average tuition for a four-year college degree jumped 
from 9,6004 USD to 13,185 USD5 from 1999-2009 (NCES, 2014: Table 330.10.). Characteristic 
of neoliberal policies, these developments represent cuts to an already decreased budget on 
education, further weakening the students’ safety net. This increasingly pushed students and their 
families to take out federal as well as private loans. During the years 2001-2009, George W. Bush 
jr. was the president of the United States. In the early stages of his presidency, there occurred 
changes within the U.S. Department of Education: Bush appointed William Hansen, former 
president of Education Finance Council, to the second position in the department. In the past, 
 
Hansen had made negative remarks about the Direct Loan Program to Congress; now he 
was in charge of it. In 2002, a proposal was made to sell off the Direct Loan Program’s 
loan portfolio to a private company. Hansen denied claims that this was an attempt to kill 
the program, but other activities that followed made the Bush administration’s intentions 
concerning the Direct Loan Program quite clear.   
(Collinge, 2009: 66-67) 
 
Moreover, Bush appointed Theresa Shaw, former vice president at Sallie Mae6, to the head 
Office of Federal Student Aid. She brought a group from the Sallie Mae-staff with her into the 
office, who had no experience in working with the public sector. These steps indicate that the 
Department of Education, the Bush administration, and the U.S. Congress were attempting to 
                                                
4 Public institutions: 4,611 USD. Private institutions: 19,953 USD 
5 Public institutions: 7,282 USD. Private institutions: 24,143 USD 
6 Sallie Mae is the largest private profiteer off of student debt, with more than 25 million customers. Originally it 
was created as a government-sponsored enterprise in 1972, but transitioned to operating as a fully-privatized bank 
lender between 1997-2004. Sallie Mae now operates as a massive financial institution.  
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end the Direct Loan Program7 (Ibid.). This was possibly an attempt to decrease public financial 
aid, in order to increase the number of private loan takers, profiting e.g. Sallie Mae, as well as 
increasing the number of federal loan takers, resulting in the funding responsibility shifting from 
the state governments to the students themselves. Here, we find it relevant to include Foucault’s 
argument for how a responsibility shift occurs within neoliberalism: for the individual to achieve 
success, the system does not interfere, leaving the individual, in our case the student, to be driven 
by his*her own investments in his*her success. This line of arguments will be followed up on in 
our analysis of neoliberalism and the human capital theory in chapter 4.  
 
Returning to Bush jr’s presidency and the changes happening within the Department of 
Education, the shift of financial responsibility for funding for education is demonstrated in the 
statistics: The percentage of students who received financial aid in the form of loans went from 
45.6 % in 1999 to approximately 55% in 2009 (NCES, 2014: Table 331.35.). In addition to the 
occurrence of the shift, the general public attitude towards taking loans to pay for education 
changed as the normalcy of taking loans increased (Venable, 2013). Moreover, requirements for 
eligibility to receive financial aid are basic and easy to meet (Federal Student Aid, n.d.: n.p.), 
which means that one can be granted loans independent of personal credit history and equity – 
arguably having the most detrimental effect on students coming from lower class families, whose 
inability to amortize their accrued debts will lead to ever-climbing interest. This problem only 
intensifies with regards to private loans, where interest rates are solely determined by the loan 
company’s profit plan. Although students in financial need have the opportunity to receive 
federal loans, sometimes these loans may not cover the full cost of tuition, which in turn may lead 
the students to take out private loans. Collinge states,  
 
 [Student loan companies] often have so-called preferred-lender arrangements with the  
universities, which means that the school steers students toward a small number of lenders 
in exchange for financial rewards from those lenders. Thus, the school make additional 
                                                
7 Direct Loans are low-interest loans for students and parents to help pay for the cost of a student's education after 
high school. The lender is the U.S. Department of Education, meaning that the borrower borrows directly from the 
federal government. 
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money -- what amounts to a kickback -- over and above tuition charges.  
(2009: 7) 
 
Worryingly, then, schools may encourage their students to take private loans in the first place 
with the aim to profit from it. We will expand on this thought in the subchapter titled Higher 
Education in Neoliberalism in chapter 4, where we delineate how not only the U.S. government but 
universities themselves increasingly act as enterprises under the umbrella of neoliberalism.  
 According to Cryn Johansson, author of “Higher Ed, Greater Debt: The Student Loan 
Crisis”, many college graduates initiate their work life with years marked by the struggle to pay 
back their loan(s). The difficulty of discharge by declaring bankruptcy is one of the reasons for 
this (Johannsen, 2012). Students who pay back loans too slow or not at all face additional 
challenges, in that interest accrual and fees for defaulting on student loans worsen the economic 
situation of borrowers. “More barriers to achieve financial stability are imposed” (Ibid.), which 
are listed as: 
 
1. The possibility that wages can be garnished8 by the government without a court order,  
2. one’s social security, disability checks, and tax refunds can be garnished in the same 
way that one's wages can be, 
3. the government may add penalties to the original amount of the loan, once one has 
defaulted on their federal loan, 
4. And finally, the government can sue one at any point in time, regardless of when the 
loan in question was default (Ibid.). 
 
Accruing interest for both federal and private loans is inevitable, but private loans are less flexible 
in regards to the timeframe in which they have to be repaid. On April 20th 2005, the 
government enacted the Bankruptcy Abuse Prevention and Consumer Protection Act, in which 
numerous adjustments to the laws concerning bankruptcy were made, that proved to be crucial 
for many graduates in debt for taking private loans which will be explained further down. 
                                                
8 Student Loan Borrower Assistance: Administrative Wage Garnishments, 
http://www.studentloanborrowerassistance.org/collections/government-collection-tools/admin-wage-garnishments/ 
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Baltimore Sun Newspaper’s journalist, Eileen Ambrose, writes, for graduates who have taken federal 
loans, there are means to alleviate the immediate financial burden one faces: one can “get a 
deferral, forbearance or choice of flexible repayment methods” (2012: n.p.). In addition to this, 
individuals with low income and high debt can in some cases reduce their monthly payment 
through an income-based payment plan (Ibid.), while at the same time have the opportunity to 
file for bankruptcy. Even here, declaring oneself bankrupt is difficult – and has become 
increasingly difficult especially after the 2005 legislation –, but the opportunity is there 
nonetheless. The specifics of bankruptcy in relation to student loans will be outlined in 
subchapter 2.3.2.  
 Since Harvard University’s first issued loans for their students in 1840, a big development 
regarding the economy of students has taken place through rising tuition fees and student loans. 
From 1965 to 2015, the average of tuition fees for both private and public institutions has grown 
drastically. Fast-growing tuition fees, a rising dependence on student loans, and the developing 
role of the universities as enterprises have led to student loans being one of the biggest types of 
debts that an American citizen may face during life.  
 The abovementioned ultimately illustrates the result of the this development on a 
neoliberal ideological foundation, in which laws were integrated into the system that substantially 
contributed to the student debt crisis of today. The following subchapter will elaborate on federal 
loans in greater detail while further describing the impacts of current policies on the students. 
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2.3 Federal Loans 
 
Following the above account concerning the history of student debt, we wish to relate the 
established regulations to the subject actually affected: the student. More specifically, the 
following subchapter will include accounts of how federal financial aid function, the 
consequences of failing to pay them back, how filing for bankruptcy functions, and the students’ 
perspective on these implemented regulations.  
 
2.3.1 Federal Student Aid 
 
In order to apply for a federal student loan, the student has to fill out the FAFSA (Free 
Application for Federal Student Aid). This application determines what sort of federal loans the 
student is eligible for, by assessing the household income of the student’s legal guardians. In 
short, the Department of Education considers what is called ‘expected family contribution’ as 
well as the university’s cost of attendance. The application can be taken online, and having a 
cosigner is not required, which altogether makes the application process easy and convenient for 
the applicant. Once filled out, the student has to sign a promissory note agreeing to pay back the 
loan regardless of whether they complete his*her education. The loans all vary based on financial 
need, but most of them allow the student a grace period between 6-9 months after graduation to 
begin payments. Once eligible for the loan, a loan servicer company is assigned to the student. 
There are ten different companies and each handle the student’s loans and repayment methods 
differently (Federal Student Aid, n.d.). 
 
There are several types of federal student aid loans issued by the Department of Education, and 
it is not uncommon to be eligible for more than one loan. The student is more likely to take a 
federal loan than a private one because of lower fixed interest rates and flexible payment plans. 
Today 90 percent of student borrowers take out federal loans (Stech and Mitchell, 2015). 
To get a clear overview of the different federal loans we will broadly explain them in this 
subchapter. 
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● The Direct Subsidized Loans are for undergraduate students in financial need. Although 
the lender is the Department of Education, the university they attend chooses the amount 
they will let the student borrow. The Department of Education pays the interest rate at 
least half the time during attendance, as well as during the student’s grace period. There 
is a fixed interest rate on this loan, which reaches approximately 5-6%. The Loan fee is 
about 1.5%. 
● The Direct Unsubsidized Loans are for undergraduate and graduate students of all 
financial statuses. The Department of Education is also the lender here, and the school 
also determines how much the student can borrow – based on tuition and other forms of 
financial aid received, however; the student is responsible for paying the interest at all 
times. There is a fixed interest rate on this loan, which reaches approximately 5-6%. The 
Loan fee is ca. 1.5%. 
● Direct PLUS loan are for graduate or professional degree students. This loan, however, is 
also available for parents of undergraduate students to help pay their tuition or room and 
board. The Department of Education is the lender, and the school does not determine the 
loan in this instance, but they do need to participate in the direct loan program. To 
obtain this loan, the borrower has to have a good credit history – which is compromised 
when the loan is not paid off in time, financially constricting the student later in life. Here 
the fixed interest rate is about 7% to 8%, and the loan fee is about 4.2%. This loan is 
typically used for the remainder of the tuition that has not been covered by any other 
federal loan. 
● Federal Perkins Loans are for all students of higher education in exceptional financial 
need. In this instance the school is the lender, therefore they have to participate in the 
Perkins program. This loan allows its students a nine months grace period. There is no 
loan fee, but a fixed interest rate at 5%. 
(Federal Student Aid, n.d.) 
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2.3.2 Failure to Pay the Federal Loan 
 
Once the grace period is over and the student is required to pay back his*her loans, he*she will 
have to choose a payment plan. If they do not voluntarily do this, they will automatically be put 
on the standard plan that requires the student to pay off the loan and accrued interest within 10 
years. 
There are many types of other plans the student can chose from, the most popular being 
income-based repayment plan. In this plan the loan servicer company calculates the student’s 
monthly income, and based on that, finds a possible monthly fee the student should be able to 
pay for his*her loan. However, this of course requires the student to have a job with a steady 
income, which inevitably comes at the cost of lowered focus on the subject of study and further 
proves a problem if the graduate is left unemployed for a period of time after graduation. If the 
student fails to pay back his*her monthly fee, the loan servicer company can give him*her a 
deferment – a postponement of the loan, or rather, an extra grace period. However, during this 
time for students with unsubsidized or PLUS loans interest still accrues, which many students are 
unaware of, due to an overall confusion of how taking out loans and the processes that follow 
function. The time of deferment depends on the student’s situation and reason of deferment. If 
the student still fails to pay back his*her loans after deferment, they will be put in forbearance. This 
can either mean the loan will be put on hold or the student can make smaller monthly payments; 
however, interest accrues on all of these federal loans. A student can be granted forbearance for 
up to a year. If thereafter the student continues to discount his*her monthly fee after 270 days, 
they will be put in default. This means the loan will be assigned to a collection agency and will be 
reported delinquent. Default has serious consequences for the student: the loan will have 
increased due to accrued interest and collectors fees, the student will no longer be eligible for any 
federal student loans, and the student’s credit score will be negatively affected. A bad credit score 
will in turn influence chances of getting homeowners insurance, cell phone plans, and getting 
approved for rent on an apartment (Ibid.). 
 
Cases of the student being completely forgiven for his*her loan are extremely rare; however, if 
the student works within certain public service departments, they may have a chance of 
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forgiveness after ten years. If the university closes down, or if the student becomes ‘totally and 
permanently’ disabled, they may also be forgiven (Ibid.). 
 Another way of ‘forgiveness’ is filing for bankruptcy; in 1976 this was comparatively easy 
to do and would in most cases be possible after five years of repayment. Today, however, this 
process is marked by great uncertainty and an overwhelming amount of factors to take into 
account. According to Josh Mitchell, reporter at Wall Street Journal, 
 
Fewer than 1,000 people try to get rid of their student loans every year using bankruptcy 
in a process that is both expensive and uncertain: It involves filing a lawsuit in federal 
court, and lawyers typically charge several thousand dollars upfront for that work. A Wall 
Street Journal analysis found 713 such lawsuits were filed last year [2014]  
(2015: n.p.). 
 
Both federal and private student loans are treated much differently from other forms of loan, in 
that they have been getting increasingly difficult to file bankruptcy for (Ibid.). In 2005 the 
Bankruptcy Abuse Prevention and Consumer Protection Act was signed into law by President 
Bush (Kingkade, 2013), which included much tighter eligibility requirements. To meet the 
requirements, the student/graduate has to be able to prove that payment of the debt will impose 
an undue hardship on them and his*her dependents, but “[u]nfortunately, lawmakers left it up to 
courts to define undue hardship” (Dash, 2015: 3). Before being approved, the court tests the 
applicant: most often with the Brunner test. To ‘pass’ the test, the applicant must show that, 
 
1) the debtor cannot maintain, based on current income and expenses, a “minimal” 
standard of living for the debtor and the debtor’s dependents if forced to repay the 
student loans; 2) additional circumstances exist indicating that this state of affairs is likely 
to persist for a significant portion of the repayment period of the student loans; and 3) the 
debtor has made good faith efforts to repay the loans. 
(FinAid, n.d.)9 
 
                                                
9 Brunner v. New York State Higher Educ. Servs. Corp., 831 F. 2d 395 (2d Cir. 1987) 
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Most often students are close to, but do not fully meet these requirements, meaning that they are 
rejected in their attempt to file for bankruptcy. Although many judges perceive the Brunner test 
as being too narrow and outdated, it is still in effect (Dash, 2015: 3). 
 Jason Iuliano, Juris Doctor degree from Harvard Law School and Ph.D. in Politics from 
Princeton University, put forward a law publication named An Empirical Assessment of Student Loan 
Discharges and the Bankruptcy Undue Hardship Standard (2012), in which he illustrates the numbers of 
student debtors filing for bankruptcy in 2007. As official numbers are hard to obtain, the 
following numbers represent Iuliano’s own, well-documented calculation.  
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What this chart shows is that only a minuscule 0.1% of all debtors filing for bankruptcy in 
general also filed an AP lawsuit, which in almost a fourth of the cases resulted in a full discharge 
of their outstanding student loan. Iuliano surmises that the surprisingly little numbers of students 
that choose to file AP stems in part from an aversion to hiring a lawyer to facilitate the 
proceedings, which might further exacerbate an already dire financial situation, and in part from 
the perception of student debt as being very hard to discharge in the first place. Instead the 
overwhelming majority might opt for so-called “administrative remedies”, which present a “poor 
substitute for bankruptcy discharge [and] require debtors to make payments on their loans for 
twenty-five years before receiving a discharge, and even after that time is up, the discharged debt 
is treated as taxable income” (Iuliano, 2012: 506f). What this shows is that the information policy 
around student loans is hazy at best and has a notable effect on the student’s perceived chances 
for financial relief – a thought that will be picked up again and embedded in our argument in 
chapter 4.2.3. 
Certainly after the implementation of Bankruptcy Abuse Prevention and Consumer 
Protection Act in 2005, the difficulty in filing for bankruptcy worsened the students’ options for 
receiving help in undue hardship, if the undue hardship they find themselves in, does not 
correspond with the respective courts’ definition of it. The debtor-creditor relationship has 
gradually become increasingly dissonant, as stricter debt regulations have been implemented in 
U.S. law. We will move from our current student debt crisis, to examine the debtor-creditor 
relationship throughout history, in explaining the development and possibly how it has lead to 
the current formal, yet imbalanced creditor-debtor relationship, between the student and the 
state. 
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3. Genealogy of Debt 
 
“Just as the physical world is ruled by the laws of movement,” wrote Helvetius, in a 
passage reminiscent of Lord Shang, “no less is the moral universe ruled by laws of 
interest.” 
(Graeber, 2011: 331) 
 
In order to convey to the reader a comprehensive understanding of the complex nature of debt 
we will in this chapter highlight some key mechanisms and conceptualizations centered around 
historical examples, as well as draw on theorists pertinent to our argument. A recurring theme of 
our paper will be the exploration of the numerous contradictions and paradoxes concomitant 
with debt. 
How is debt both the ‘negative’ of money but constitutive of it? How does a moral 
component enter a legal issue to the extent of becoming inextricable? Why has market-oriented 
thinking come to influence all kinds of non-economic domains, ranging from language to religion 
to personal relations? And finally, how did the neoliberal United States of America arrive at the 
confounding junction, where an increasing number of young adults seek higher education to 
secure their future independence – but in turn compromise just that by entrapping themselves 
financially? 
 
3.1 The Origins of Debt 
 
According to David Graeber, anthropologist and professor at London School of Economics, 
preceding coinage or other types of money is the credit system. He quotes economist Alfred 
Mitchell-Innes as saying: 
 
One of the popular fallacies with commerce is that in modern days a money-saving device 
has been introduced called credit and that, before this device was known, all purchases 
were paid in cash, in other words in coins. A careful investigation show that the precise 
reverse is true. In olden days coins played a far smaller part in commerce than they do to-
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day. Indeed [...] the [Medieval English] Royal household [...] regularly used tokens of 
various kinds for the purpose of making small payments. 
(Ibid.: 40) 
 
In other words, “we did not begin with barter, discover money, and then eventually develop 
credit systems [...] What we now call virtual money came first.” (Ibid.) This may sound 
unreasonable and goes directly opposite the popular conceptualisation of the evolution of money 
brought forth by, amongst others, the founding father of modern economics, Adam Smith. He 
conceptualizes money as a necessary product of a barter economy, money as a means to 
circumvent the infeasible nature of coincidental quid pro quo-exchange of goods, where often the 
wants of two parties would not in fact coincide. 
Mitchell-Innes proposes an alternative view of the origin of money in his 1914 article The 
Credit Theory of Money. To paraphrase, he posits that money is not valued against any type of rare 
metal, such as gold or silver, but instead should be thought of as the debtor’s obligation to 
reimburse his creditor, who, in turn, is obligated to cancel the debt accrued upon reimbursement 
(Mitchell-Innes, 1914: n.p). The physical token of this transaction, whatever the tender may be, is 
in effect a representation of an IOU, or, in other words, “money is not a commodity but an 
accounting tool” (Graeber, 2011: 46). This is not an intuitive conceptualization and we offer the 
following scenario to make it clearer: 
 
Nicos offers his friend Ben an umbrella on a rainy day, and in return Ben diligently hands 
Nicos a promissory note stating he owes him an umbrella (or something of equal value). 
Days go by and instead of waiting for Ben to return the promise, Nicos uses Ben’s 
promissory note to acquire something of an equal value from Ida. She in turn uses the 
note to buy a pair of shoes from Tringa. A month goes by and Ben finally returns to 
Nicos with a new umbrella. Expecting to rip up the promissory note and ‘get square’, Ben 
is surprised to find Nicos reluctant to take it. He tells him that he has used the promissory 
note to get something he wanted from Ida, so now Ben is not indebted to Nicos anymore 
and his promissory note has created a medium of exchange: virtual money manifest. If 
Nicos were to take back the umbrella, however, this would remove the promissory note’s 
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backing. The trading could continue but always under the risk of the sham being 
uncovered. 
 
This circulation is based on the mutual understanding that the initial debtor is supposed to 
reimburse his or her creditor when prompted to do so but actually doing so would not only 
undermine the whole system but lead to its collapse: Graeber relates the historical incident of 
how the Bank of England came to be founded; in 1694, a depleted treasury saw William III’s 
government in a dire situation. In order to finance and secure naval superiority over their 
adversary France a central bank had to be instated to raise the necessary funds of 1,200,000 
GBP. A group of bankers formed the Bank of England and extended the loan to the crown, 
based on the assumption that the king is ‘good’ for reimbursement. The value of any currency is 
inherently dependent on the liquidity and trustworthiness of the original debtor. 
On top of accumulating a sizeable 8% interest on the loan per year, the Bank of England 
now held the royal monopoly over the issuance of banknotes. Printed against the security of the 
crown’s loan these notes were in fact promissory notes composed of fractional amounts of 
William III’s original promissory note; in this way the original debt was seeded or diluted into 
society as money. The bank behaved as if it still possessed the money and the promise for 
reimbursement replaces original ownership. 
Furthermore, the Bank of England now was able to advance more loans to its clients on 
the basis of the original loan – again charging interest – and effectively cash in twice on money 
they only held once. As this system is highly self-referential, ‘getting square’ becomes impossible. 
“To this day, the [original] loan has never been paid back. It cannot be. If it ever were, the entire 
monetary system of Great Britain would cease to exist.” (Ibid.: 49) At times, loans take on an 
absurdly complex nature; it seems ridiculous that young adults, barely graduated from high 
school, are expected to make balanced decisions about convoluted matters, the repercussions of 
which first become apparent years later. 
What is more, however, here becomes apparent the dependence of essential parts of our 
economy on the existence of debt. This has intensified notably with the advent of neoliberalism, 
as the following graph, tracing the U.S. federal debt from 1950 till 2008, shows succinctly:  
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(Graeber, 2011: 366) 
 
The interwovenness of the economy with debt finds remarkable expression in the existing market 
around the purchase and sale of student debt, with the most recent study by the Federal Trade 
Commission stating: “Even though expansion abated somewhat in recent years, there now 
appear to be hundreds, if not thousands, of entities of varying sizes that purchase debts” (Federal 
Trade Commission, 2013: 14). A lucrative business has thus developed around the trade of 
charged-off debt, paradoxically enabling third parties to generate profit from selling what is 
essentially of negative worth.  
 
“Since the Commission launched its study of debt buyers, it has continued to receive a 
high level of complaints regarding debt collectors, more than for any other industry. 
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Many of these complaints reported that debt collectors were attempting to collect debts 
the consumer did not owe, or, if they did owe debts, for amounts that were greater than 
what was actually owed.” (FTC, 2013: 50) 
 
This statement reflects the fact fact that, once a debt starts to circulate as a kind of currency, it 
becomes increasingly difficult to trace to its origin as well as to agree on its value. 
While the historical precedent detailing the creation of the Bank of England quite neatly 
situates itself within western Europe, it should come as no surprise that debt relations span entire 
continents and are more often than not motivated by war. 
In 1897, after over two decades of military intervention, France absorbed Madagascar 
into l’empire colonial français, adding a valuable staging post en route to India to its colonies. 
Wars do not come cheap, and a depleted treasury is easiest refilled by relaying a war effort’s cost 
to the invaded. In compliance with colonial standards the new government dutifully erected 
bridges, built railroads, highways and established plantations, in the interest of producing a 
member of l’empire capable of pulling its own weight economically. To kickstart this 
development the Malagasy population were suddenly made subject to heavy taxation, at no 
consideration of the locals’ interests, effectively charging the conquered people for the cost of 
invading their country and the maintenance of oppression. What is more, opposition to the newly 
instated colonial government resulted in mass-slaughter of insurgents, amounting to tens of 
thousands dead Malagasy during a particularly bloody revolt in 1947 (Graeber 2011: 5). 
In other, more poignant words: The French want Madagascar, hoping to generate profit 
in the long run. The French take Madagascar, which costs a lot of money. The French 
accumulate debt and offload it to the Malagasy population. Madagascar pays, in death and taxes. 
It goes to show that the logic of debt is bent to the will of the powerful player in the debt 
relationship, defining and redefining the terms of reimbursement. Having to pay one’s debt is a 
much more elastic concept than commonly understood, an assertion that is corroborated when 
looking at the relationship between student and governing body. Most drastically this can be seen 
in the fact that students continue to fail to successfully file for bankruptcy to discharge their 
outstanding student loan debt. We will come back to the power dynamic between student and 
university in our look at Foucault’s concept of the docile body. 
House 3.1.1. - Group 6                Fall 2015 
           
39 
To return to the historical investigation, the actions of the French during the colonisation of 
Madagascar are by no means a historical outlier but rather seem to be common practice. On 
amortizing debt accrued by the parties involved during the First World War, Timothy W. 
Guinnane relates: 
 
[...] all belligerent governments had been forced to finance massively increased spending 
out of increased taxes, inflation, and debt. They ended the war with tremendous debts to 
their coalition partners, to their citizens, and in the case of the Entente, to the United 
States. All governments had assured their citizens that after the war, the other side would 
pay the war’s financial costs. Thus, Article 231 of the Treaty of Versailles (1919) reflected 
not just the usual practice of forcing the vanquished to pay, but an attempt by the western 
Allies to repair their public finance at Germany’s expense.  
(2015: 3) 
 
A recurring theme of this paper is debt as a structuring principle of societies, as well as how debt 
forges hierarchical bonds. As we have said before, debt is a malleable concept and its 
mechanisms are subject to change according to the interest of the controlling party. Implicit to 
the complex is violence, whether economic or physical; debt repayments can be enforced by 
distraint and finally lead to imprisonment, and these consequences are precariously suspended 
above the debtor’s head like the proverbial sword of Damocles. 
In the wake of one of history’s most eminent bouts of violence we can find a foresighted 
instrumentalisation of debt exemplified. After the Second World War, Germany, once again, lay 
in ruins. The initial so-called Morgenthau Plan to be put into effect by the occupying U.S. forces 
strongly recommended the deindustrialization of Germany10, effectively reducing the young 
nation to a powerless agrarian state, but was soon superseded by the European Recovery Plan, 
commonly known as the Marshall Plan of 1948: the U.S. Secretary of State George Marshall 
acknowledged the dire humanitarian and economic state of affairs in post-war Europe and 
advocated for a resuscitation of the affected nations. A large-scale financial relief packet was 
sanctioned and to be distributed among Allied, neutral and former Axis-nations alike, amounting 
                                                
10 Original document: http://docs.fdrlibrary.marist.edu/psf/box31/a297a01.html 
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to 13 billion USD (roughly 130 billion USD adjusted for inflation) (US Inflation Calculator, 
1913-2015: n.p.). In The Economist, Albrecht Ritschl writes: 
 
The Marshall Plan had an outer shell, the European Recovery Programme, and an inner 
core, the economic reconstruction of Europe on the basis of debt forgiveness to and trade 
integration with Germany. The effects of its implementation were huge. While Western 
Europe in the 1950s struggled with debt/GDP ratios close to 200%, the new West 
German state enjoyed debt/ GDP ratios of less than 20%. This and its forced re-entry 
into Europe's markets was Germany's true benefit from the Marshall Plan [...]  
(2012: n.p.) 
 
Emerging from tumultos wartime as a clear economic beneficiary, the USA sought to create 
trade opportunities with Europe; a sufficiently crippled Germany as envisioned by Morgenthau 
was not likely to import American goods on a large scale. Furthermore, the Soviet Union loomed 
uncomfortably and creating commercial ties with Germany would result in valuable geopolitical 
ties. The 1952 London Treaty then consolidated this rationale: if the Federal Republic of 
Germany were to continuously shoulder the entirety of its outstanding debt (consisting of 
substantial reparations in line with the Versaille Treaty, business loans extended in the 1920s, 
and the Dawes and Young Loans), this would jeopardize American economic and political 
dominance over the USSR in the long run. 
 
One important motivation for the debt settlement was to strengthen the German 
economy. Demanding that the Germans service an enormous debt was incompatible with 
that goal. This consideration had a distinctly political edge. The Federal Republic’s birth 
coincided with the first stages of the Cold War, and the Korean War ran from the 
summer of 1950 to the summer of 1953. The Allies could hardly win the trust and loyalty 
of the German population if at the same time they insisted on debt payments that would 
further impoverish a people already suffering from the consequences of an extended and 
destructive war. 
(Guinnane, 2015: 13) 
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The result of this debt settlement was that the young Federal Republic was given an extended 
period in which to settle a considerably reduced outstanding debt, tied to her actual fiscal ability. 
Facing off with Marxist-Leninist behemoth USSR this substantial endeavor arguably 
foreshadowed a redefining of US capitalist policy, a jolt towards market-driven thinking on a 
global scale – which would later find its expression in neoliberalism.  
The practice of amnesty as applied by the U.S. to Germany is not a phenomenon of the 
20th century, however, and evidence of ‘wiping the slates clean’ can be found throughout history 
dating back to Sumerian times. Graeber mentions King Enmetena of Lagash in 2402 BC first 
declaring war against the King of Umma over a land dispute and outstanding rental fees 
(deliberately set at a “preposterous” sum) and two years later generously announcing a general 
debt cancellation. 
 
As [King Enmetena] later boasted, “he instituted freedom (amargi) in Lagash. He 
restored the child to its mother, and the mother to her child; he cancelled all interest 
due.” This was, in fact, the very first such declaration we have on record—and the first 
time in history that the word “freedom” appears in a political document. 
(Graeber, 2011: 216) 
 
Incidentally amargi literally translates to “‘return to mother’ – since this is what freed debt peons 
were finally allowed to do”. Typically during political upheaval and upon assumption of the 
throne a new ruler would announce general amnesty, freeing “debt-peons” and returning “all 
land to its original owners”, as well as voiding outstanding consumer debt (Ibid.: 65). Graeber 
goes so far as to refer to this type of amnesty as “the standard list of demands of peasant 
revolutionaries everywhere”, invoked over the following millennia (Ibid.: 217). 
 Then as now this conduct serves not only to return balance to unfavourable economic 
disparity but to appease and instill a sense of trust in the new governing body. A sense of trust, we 
argue, that has been largely replaced by bitterness in the face of considerable financial burden: 
running into great debt in the pursuit of a university degree in order to maximize one’s chances 
on the job market has become accepted practice in the United States today. This development is 
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detrimental not only to the students’ economy but in turn breeds discontent and frustration with 
neoliberalism. Campaigns like the Occupy Movement manifest this unrest. Is it not high time to 
call for a wiping of slates, a general amnesty for student debt? We are aware of the fact that an 
amnesty might alleviate immediate symptoms of the debt crisis but would fail to treat the root 
cause. However, reviving the practice of amnesty as a political tool could prove a necessary first 
step to reconceptualize our understanding of debt and in turn challenge neoliberal doctrine. We 
will return to this topic at the end of our paper, when we discuss initiatives already in effect that 
aim to alleviate the hardship today’s students in the U.S. face. 
 
To recapitulate, the outlined events tie in with the initial argument of the chapter, that debt is 
money while money can be anything a sufficiently large amount of people agree upon. 
Depending on the point of view debt functions both as a source of profit or a cause of 
impoverishment. 
Specifically, with regards to the Marshall Plan and the colonisation of Madagascar, our 
analysis shows why a debt might be significantly reduced (and potentially declared void) in one 
case but insisted on in another, all depending on how the dominant player in the debtor-creditor 
relation chooses to act. This points to inherent contradictions in the commonly accepted moral 
imperative of ‘having to pay one’s dues’, exposing it to be implemented according to the 
creditor’s convenience rather than as a universal law of human conduct. It should not come as a 
surprise that at the core of debt, then, one inevitably finds structures of hierarchy. Debt relations 
create imbalance: what were once equals are now benefactor-beneficiary and beneficiary-culprit. 
We will take up that sentiment in the following chapter, discussing the manifold factors that 
inflect any relation involving debt. 
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3.2 Guises of Debt 
 
In the following subchapter we will delineate under what guises debt manifests itself. This will 
serve both to provoke a critical mindset on the part of the reader and enable us to cast a more 
nuanced look at current developments, so to expose the different forces that inform and shape 
debt relations. We argue that an understanding of debt as a purely financial concept is 
reductionist and fails to account for the ubiquitous moral dimension implicit in any debt relation. 
At first glance legal debt seems to be straight-forward: of the many obligations we have 
towards others legal debt is numerically quantifiable and can be requisitioned on grounds of law 
and under threat of violence (e.g. prison). This helps to keep track of the debt and offers a certain 
transparency for both parties involved: hard numbers are contractually defined and thus both 
creditor and debtor can rely on the terms of the agreement. What this also means, however, is 
that the people at respective ends of the deal are being reduced from unique individuals to legal 
persons. The connection between two legal persons needs no longer be based on social ties and 
can instead be universally represented as balance on a sheet of paper. As Graeber elaborates, 
 
On one level the difference between an obligation and a debt is simple and obvious. A 
debt is the obligation to pay a certain sum of money. As a result, a debt, unlike any other 
form of obligation, can be precisely quantified. This allows debts to become simple, cold, 
and impersonal-which, in turn, allows them to be transferable. If one owes a favor, or 
one's life, to another human being-it is owed to that person specifically. But if one owes 
forty thousand dollars at 12-percent interest, it doesn't really matter who the creditor is; 
neither does either of the two parties have to think much about what the other party 
needs, wants, is capable of doing-as they certainly would if what was owed was a favor, or 
respect, or gratitude. One does not need to calculate the human effects; one need only 
calculate principal, balances, penalties, and rates of interest. If you end up having to 
abandon your home and wander in other provinces, if your daughter ends up in a mining 
camp working as a prostitute, well, that's unfortunate, but incidental to the creditor. 
Money is money, and a deal's a deal. 
(2011: 13) 
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While this economistic logic suggests to be entirely amoral, a closer look will reveal a more 
muddled picture. Aside from binding oneself legally, one enters into a socially grounded 
obligation as well, an obligation that stems from a culturally established assumption about what is 
the right thing to do: namely a moral imperative of ‘having to pay one’s debts’. Most of the time 
this commitment remains unquestioned, is accepted as the underlying organizing principle of 
interpersonal relations – not as the result of conscious decision-making process but by virtue of 
being placed in a social structure where this logic, a logic of reciprocity, already constitutes part 
of reality. But, as will become evident, this logic is a product of what we call the conflation of 
moral and legal debt, the result of processes investing matters of finance with notions of morality 
and, by extension, guilt. 
  
3.2.1 Religious Terminology Mirroring Market Logic 
 
Organized religion serves as a striking illustration of the conflation of morality and legality. 
Several major religious orientations can be shown to make use of market-based terminology to 
frame relations between the individual and deities, or the individual and her peers, ancestors, 
descendants. Christianity will serve as a point in case, as elaborated on in the following 
paragraphs. 
In theology Christ may be referred to as Redeemer: the term ‘redemption’ in its original 
sense is derived from “classical Latin redemptiōn-, [the] act of buying, purchase, purchase of a 
contract”, later “the action of discharging or paying off a debt, obligation, or charge [...] in post-
classical Latin also deliverance from sin and its consequences” (Oxford English Dictionary, n.d.: 
redemption). In other words, arguably one of the most influential and recognizable prophets in 
history is labelled according to his function as the great amortizer, settling the balance between 
man and maker. 
Similarly, the term ‘reckoning’, usually referred to as “an act of accounting to God after 
death for one’s conduct on life”, is also defined as “a calculation or account of a sum owing; a 
statement of charges” and is related to the German ‘Rechnung’ or Danish ‘regning’, which in its 
contemporary meaning is best translated to ‘bill’ (Oxford English Dictionary, n.d.: reckoning). 
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This is only one step away from stating explicitly that followers would settle debts with the God 
they are praying to, a thought that finds expression in Nietzsche’s work, which we will explore in 
this regard later in our subchapter on primordial debt. 
Etymologically this entanglement of religious and financial terminology manifests itself 
most remarkably at the very base of moral language in the modal verb ‘shall’, which is derived 
from the Old English term ‘scyld’, meaning ‘guilt’. Which in turn is closely related to the 
Germanic ‘sculda’, in its modern form of ‘Schuld’ the precise manifestation of the conflation of 
legal and moral terms, as it stands for both ‘guilt’ and ‘debt’ simultaneously.  
 
This raises the question of why a seepage of financial terms into moral language occurred in the 
first place. It stands to reason that major world religions emerged in time where indebtedness was 
a main area of contention, the effects of indentured servitude, excessive usury, and the 
concomitant issue of slavery posing severe threats to social cohesion and peace. 
Where explaining this conjuncture in greater detail goes beyond the ambition of this 
paper, a look at the scripture shared by Judaism and Christianity illuminates our claim: the 
Jewish holy script, the Torah (which also constitutes the first part of the Old Testament), was 
composed into its modern form in the 5th century BC, a time when debt relations took hold in 
many parts of society:  
 
Nehemiah 5:3-5 describes Judah's residents as having mortgaged their fields, vineyards 
and houses to buy bread for subsistence, consigned their children to slavery, and were 
unable to buy back their freedom. 
(Hudson, 1993: 34) 
     
These issues of large-scale social inequality and exploitation constitute the backdrop to which the 
prophet Nehemiah established the famous Law of Jubilee, “a law that stipulated that all debts 
would be automatically cancelled ‘in the Sabbath year’ [...], and that all who languished in 
bondage owing to such debts would be released” (Graeber, 2011: 82). While the concept of 
Jubilee will not be further explored here and instead re-visited in our discussion, this does expose 
how deeply ingrained into society matters of debt, repayment and, consequently, redemption 
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were in the foundational period of Judaism and thus also of Christianity. As redemption came to 
refer mainly “[...] to recovering some object held by creditors in way of a pledge” (Ibid.: 81), the 
notion of freedom also became largely defined by the absence of financial burdens, up to a point 
where “‘Freedom’, in the bible, [...], came to refer above all to release from the effects of debt” 
(Ibid.: 83). Already here we can see a morally imbued value being derived from financial 
relations, where the issue of debt is in fact the very reason such a concept of ‘freedom’ even 
manifests itself – a connection that echoes the Mesopotamian conceptualization of freedom 
mentioned earlier11. This holds relevance for present times: with a 2013 report by gobankingrates 
finding the average American to be 250,000 USD in debt – an amount which is assessed to be 
“steadily mounting” –, deregulation and budget cuts in the wake of neoliberalism have created a 
societal reality, where the meaning of freedom has arguably regained much of the above 
connotation (Calonia, 2014). For many contemporary Americans freedom is a state from which 
they are separated by a pile of debt restraining them like an intangible straightjacket. While some 
of these types of debt are manageable in being either secured by an asset (mortgage, auto loan) or 
possible to file bankruptcy for (credit card debt), the situation of students can be said to be even 
more dire as student loan debt is both inescapable and not secured against a physical asset. Legal 
issues hold a tight grip on the American individual, impairing the unalienable right to the pursuit 
of happiness – numerical, monetary debt inadvertently has repercussions that extend into the 
moral domain. 
Even though we limit our scope when discussing religion, we want to make clear that the 
conflation of moral and legal debt is not an isolated development and that it can in fact be seen to 
happen in a similar manner in a vastly different cultural and social context. To pick but one 
example, the Buddha, in dialogue with wealthy disciple Anathapindika about the “moral 
character of the good life of an ordinary layperson”, states that one of four kinds of happiness, 
which a householder should seek, is anana-sukha, or the happiness of being free from debt. 
(Kalupahana, 1992: 107) To briefly paraphrase the Buddha’s discourse on debt, or ina-sutta, 
poverty is tantamount to worldly suffering – in one fell swoop he decries the punishing effects of 
being made subject to economistic influences: 
                                                
11 Unsurprisingly so, probably, since the Jewish people had spent almost two centuries in Babylonian 
captivity, where the Mesopotamian legacy of debt amnesties as a regularly implemented political practice 
was still strongly present and sure to have had an influence on Jewish thinkers. 
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Thus, monks, poverty is suffering in the world for one who partakes of sensuality. Getting 
into debt is suffering in the world for one who partakes of sensuality. Interest payment is 
suffering in the world for one who partakes of sensuality. Being served notice is suffering 
in the world for one who partakes of sensuality. Being hounded is suffering in the world 
for one who partakes of sensuality. Bondage is suffering in the world for one who partakes 
of sensuality. 
(BuddhaSutra, n.d.: n.p.)  
 
Where the individual is integral to society, these assertions naturally apply to all social strata. 
One has to be wary of the self-perpetuating nature of poverty and resulting indebtedness by 
having to take up loans, upon which interest is charged, further consolidating one’s predicament. 
However, even a pauper will be able to escape this catch-22 as long as he  
 
[has] trust in his capability, he should have shame at least not to go to others’ doors for 
financial help when he has all the capabilities to earn; he should have fear of being 
indebted with the burden of loans and interest; most importantly he should use his 
physical strength and exertion, skills and wisdom to earn his living by rightful means. 
Even if such a person has to take loans that is not a problem for him because he can 
repay them. 
(Sraman, n.d.: 3)  
 
It comes to no surprise that a religion promoting the spiritual insignificance of the material, the 
importance of not depending on worldly possessions would have something to say on the 
treacherous nature of falling in debt. The above quote reads quite optimistic, but whether 
Buddhism (or any religion for that matter) can offer solace that helps alleviate the burden of 
several tens of thousands of dollars in student loan debt will not be discussed in this paper. 
However, this short detour serves to underline the fact that the question of the morality of debt 
has been, and continues to be a reality that transcends culture and informs doctrine: as we will 
expand on later, there is an underlying problematic that, even in seeking a ‘remedy’ to the grip of 
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worldly goods on one’s life, the religious texts define their idea of a moral life via the 
conceptualisation of the antipode to market logic. 
 
The origins of these religions lie at the beginning of the Axial Age, which from 800 BC to 600 
AD12 is marked by increasing overlap between and reciprocal relationship of religious morality 
and financial rationalism. With the rise of impersonal markets and the increasing spread of cash 
transactions across the globe, exchange came to be a matter much less governed by neighbourly 
relations as part of predominantly localized trade within small communities. This allowed for the 
notion of self-interest to gain center stage as the main motivation of engaging in commercial 
transactions. Much of this development originated in a forceful intertwinement of commerce and 
war, as the latter largely provided the metals and valuables for the conduct of exchange (Graeber, 
2011: 238). 
Economic rationale not only became the governing principle of trade favoring the most 
level-headed actor, but also took hold in political theorizing on statecraft: 
 
In the numerous manuals on statecraft produced at the time, everything was cast as a 
matter of recognizing interest and advantage, calculating how to balance that which will 
profit the ruler against that which will profit the people, determining when the ruler's 
interests are the same as the people's and when they contradict. Technical terms drawn 
from politics, economics, and military strategy ("return on investment," "strategic 
advantage") blended and overlapped. 
(Ibid.: 240) 
 
As profit-seeking calculation established itself as an acceptable principle of human conduct, 
religions aspired to counter this logic by establishing codes of conduct based on the extreme 
opposites. Selfless charity and unrestrained altruism came to be the governing principles of 
religious morality, manifested across religions, whether that be in the Confucian ideal of human 
                                                
12 The term Axial Age (Achsenzeit) was coined by German philosopher Karl Jaspers in Vom Ursprung 
und Ziel der Geschichte (1949), and originally describes the period from 800 BC to 200 BC. We choose to 
employ the term in line with Graeber’s extended time-frame. 
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benevolence, the Buddhist concept of karma, or the Christian principle of ‘loving thy neighbour 
as thyself’. 
Interestingly, this inversion of market-oriented rationalism did not prove to subvert the 
existing structures but, on the contrary, seemed to cement the existing paradigms of profit 
maximization – in positioning its ideas against the market, it acknowledged its existence, 
delineated its contours more clearly and ultimately corroborated the possibility to think in that 
framework of rational cost-benefit considerations in the first place: 
    
All were so many attempts to provide a mirror image of market logic. Still, a mirror 
image is, ultimately, just that: the same thing, only backwards. Before long we end up 
with an endless maze of paired opposites–egoism versus altruism, profit versus charity, 
materialism versus idealism, calculation versus spontaneity–none of which could ever 
have been imagined except by someone starting out from pure, calculating, self-interested 
market transactions.  
(Ibid.: 242) 
 
Sticking with our original example of Christianity, the general adoption of financial language and 
the simultaneous opposition of the system this language originated from resulted in profound 
moral contradictions. Luther’s position on the matter provides an exceptionally clear illustration 
in this regard: starting out as fierce opponent of usury in 1520, his reformist ideas won him 
enormous popularity but also fueled massive social uprisings from the peasantry against the 
establishment and aristocratic exploitation. These were brutally repressed and things threatened 
to spin out of control, with full-scale civil war looming not too far on the horizon. Seeing the 
realization of the Christian ideals faltering in their ‘reality test’, Luther decided to revise his 
position and conceded in 1524 that usury was unideal but a necessary evil in a world where there 
were simply not enough true Christians upholding the edicts of the Gospel (Ibid.: 319). 
In this way, the world would revert to chaos if not for governmentally imposed laws on 
financial matters, including the legalization and safeguarding of interest-bearing loans that hold 
the debtor accountable and liable for his*her debt. This ever more paradoxical effort of 
providing an alternative morality and at the same time acknowledging the little overlap this set of 
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ideals had with external realities led Christian theologists to concede that the practice of usury 
was morally condemnable but had to be accepted and, consequently, outstanding debts paid, 
which results in the absurd conclusion that,  
 
[...] while usury is a sin, a four to five-percent rate of interest is currently legal under 
certain circumstances; and while collecting that interest is sinful, under no circumstances 
is it legitimate to argue that for that reason, borrowers have the right to break the law. 
(Ibid.: 322)  
 
An unpleasant effect of this resolution has been that in debt relations all parties involved end up 
being somewhat guilty: the creditor for doing something immoral in practicing usury and the 
debtor for continuously verging on infraction of the law. Possessing money that is not one’s own 
is only legal as long as the debt is repaid in full, in time. Otherwise, from one day to the other, a 
perfectly legal process turns into an incriminating breach of promise. 
Moving beyond the direct implications of religious discourse and speaking more 
generally, the suspension of both the creditor and the debtor in an uncomfortable limbo by is 
furthered by the fact that entering a debt relation amounts to a decision to no longer be equals. 
Only repayment restores that equality, which in turn can be seen as one of the fundamental 
reasons for the desire to break even. The completion of the deal eliminates the hierarchy that 
automatically materializes when a debt relation is established. The issue of debt creating 
hierarchies, thereby putting one party at the mercy of the other, will be picked up again in our 
analysis of the relationship between students and the government that becomes substantially 
hierarchized by the issuance of loans. 
Interestingly, we seem to position ourselves in hierarchies often inadvertently via our use 
of idioms13; Émile Durkheim succinctly encapsulates how collective concepts find their way into 
language: 
 
                                                
13The following observation strays from our immediate investigation. However, one of the more general 
aims of our paper is to provoke in the reader a mindset more conscious of how debt-related discourse 
subtly establishes hierarchy in mundane, everyday circumstances. 
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[...] I said before that the concepts with which we routinely think are those deposited in 
the vocabulary. It is beyond doubt that speech, and hence the system of concepts it 
translates, is the product of a collective elaboration. What it expresses is the manner in 
which society as a whole conceives the objects of experience. The notions corresponding 
to the various elements of language are therefore collective representations.  
(Durkheim: 1995: 436) 
 
In this way, our use of words tells us something about how we make sense of the reality they aim 
to represent; tracing their etymology is not just a historical inquiry into how the words themselves 
developed, but also, and more importantly so, an inquiry into the contextual, societal construct 
they inadvertently embody. 
The German ‘Entschuldigung’, English ‘pardon me’, French ‘excusez moi’, Danish 
‘undskyld’ all carry the same connotation of imploring another to be released from the grip of 
obligation and arguably constitute a significant part of everyday social interactions. So ingrained 
is this thinking in terms of respective owing that these expressions are regularly uttered in order 
to gain someone’s attention, which might seem rather trivial when raising a waiter’s awareness 
but farcically telling when hurrying to return a dropped wallet to a passerby.  
We are only ‘square’ with one another as long as our paths have not crossed yet – and, 
conversely, as soon as our paths do cross we happily pay for the benefit of human interaction 
with a token of moral submission.14 
 
What all of this shows, if nothing else, is that one would be hard-pressed to reduce the issuance 
and subsequent repayment of loans to a simple matter of owing and paying, as it presents an 
issue that is inevitably invested with moral factors. The numerical nature of loans suggests that its 
clearance is a completely impersonal and purely logical process, a process that not only 
subordinates issues of morality but actually excludes even the possibility to think about the matter 
in other ways than from a rational standpoint. Yet the fact remains that the indebted student is 
                                                
14 We are aware of the Indo European-centric choice of examples. In a footnote, Graeber adds 
“Benveniste provides similar examples from other Indo-European languages (1963:58). East Asian 
languages such as Chinese and Japanese rarely conflate the actual words, but a similar identification of 
debt with sin, shame, guilt, and fault can be easily documented (Malamoud 1988).” (Graeber, 2011: 409) 
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likely to not only feel a financial burden but, owing to the stigmatization of debt as morally 
incriminating, also a sense of guilt for even having acquired the debt as such – a feeling that can 
only intensify if the student fails to clear the debt on time or altogether. As we will expand on 
later, the American virtue of autonomous self-realization puts converse pressure on the 
individual, pressure to pursue higher education in order to become a relevant and productive 
member of society. Failure to choose the university path then instills another, similarly notable 
sense of guilt.  
 
3.3 Primordial Debt 
 
The advent of the Christian God, as the maximum god attained so far, was [...] 
accompanied by the maximum feeling of guilty indebtedness on earth.  
(Nietzsche, 1989: 90)  
 
We will now conclude our thoughts on religion, and, drawing on Nietzsche’s Genealogy of 
Morality, turn to primordial debt, a sense of debt or moral obligation one might feel towards one’s 
ancestors. This will set the stage for shifting the focus towards debt in relation to society with the 
help of Durkheim’s insights from his seminal The Elementary Forms of Religious Life. His thoughts 
then form the basis for a critical understanding of the core sentiment of the U.S. Declaration of 
Independence, specifically in regards to the prominent American Dream and whether it is fair to 
speak of its promotion of personal freedom as farcical. In our investigation we will regularly draw 
connections to the matter at hand and reveal concealed problematics related to student debt. 
 
One of the most telling manifestations of the concept of debt in religious thought is the idea that 
we owe our existence and our prosperity, our possibility for self-realization or communal 
thriving, that we owe our lives, essentially, to some higher entity and thus remain tied to this 
overarching authority through existential debt. Referred to as primordial debt by Graeber, it 
presupposes a certain indebtedness from the moment of birth, which from thereon defines 
behavioural conduct in an effort to honor the sacrifices made for humans by the Gods, prophets, 
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or ancestors more generally, or, more fundamentally, to undo the guilt that humanity has 
brought upon itself merely by virtue of existing. 
An example of the former can be found in many religions; representing one of the five 
pillars of Islam, the Hajj is the pilgrimage to Mecca that any able-bodied Muslim with the means 
to do so has to undertake once in their lifetime to honor Allah. As such, it constitutes an 
obligation by virtue of being born into a religious persuasion. Christianity provides a lucid 
example of guilt by birth, as expressed in the Fall of Man: that Adam and Eve in their fall from 
Eden implanted in all their descendents the original sin. The act of baptism in turn absolves from 
any sins accrued, including the original sin – Christianity (and Islam for that matter) offers its 
practitioners the chance to repent. 
The problem of framing things in terms of debts here is of course the inferred 
consequence that freedom can only be attained by cancelling out debts; these debts, however, 
continue to accrue as long as we live – as much as baptism will inevitably be followed by acts of 
sin, so will any other subsequent absolution of moral transgression. This traps us in a cycle of sin 
and redemption, a process, which, as Nietzsche points out, only intensifies over time (Ibid.: 89).  
Perhaps it is the right time to mention that we are aware of the fact that Nietzsche bases 
his argumentation on a mythical urcollective, arrived at by conjecture and abstraction; that 
Nietzsche, in contrast to bona fide sociologist Durkheim, is first and foremost a highly 
opinionated philosopher musing within the realms of his personal brand of history and religion 
and is thusly to be taken with a grain of salt. We feel, however, that this does not detract of the 
compelling nature of his reasonings, which expose many of the inherent conflicts and 
contradictions of religious systems of thought.  
Furthering the argument of debt to our ancestors, Nietzsche describes the adhesive 
quality of acting in terms of generational indebtedness as follows: 
 
The conviction reigns that it is only through the sacrifices and accomplishments of the 
ancestors that the tribe exists–and that one has to pay them back with sacrifices and 
accomplishments: one thus recognizes a debt that constantly grows greater, since these 
forebears never cease, in their continued existence as powerful spirits, to accord the tribe 
new advantages and new strength.  
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(Ibid.)  
 
“The tribe” here refers to the aforementioned primeval predecessor to modern society Nietzsche 
surmises. He writes of a mutual gain between the dead and the living, the former offering 
spiritual support to the latter from their afterlife, the latter honoring the former’s investment by 
sacrifice. As more and more members of the tribe populate the otherworldly domain, the 
responsibility of the living towards them grows accordingly larger. Thus the question stands, "[...] 
can one ever give them enough? This suspicion remains and increases [...]”15, and, as Nietzsche 
elaborates, finally results in the deification of the ancestral authority:  
 
[...] the ancestors of the most powerful tribes are bound eventually to grow to monstrous 
dimensions through the imagination of growing fear and to recede into the darkness of 
the divinely uncanny and unimaginable: in the end the ancestor must necessarily be 
transfigured into a god.  
(Ibid.) 
 
As becomes apparent, this development does not really empower the members of the community 
but rather subjects them to the dominion of a larger-than-life, mystified creditor. Yet the 
provision of patronage and guarantee of spiritual gratification is extended on probation, the 
threat inherently present that exactly these merits will be taken away, should one fail to pay one’s 
dues. Already here one can see these grand, cosmical relations hold relevance for the object of 
our investigation, as this sentiment can be adapted to the current situation regarding student debt 
as well: where the creditor is the U.S. government and spiritual gratification the student loan, the 
individual might feel an onerous obligation to pay his*her dues to the larger-than-life benefactor. 
We find that here become manifest certain characteristic tendencies of hierarchical, unequal debt 
relations in general. It is striking that in creating this hierarchy the creditor transcends the 
                                                
15 The full quote reads, “What can one give them [i.e. the ancestors] in return? Sacrifices (initially as food 
in the coarsest sense), feasts, music, honors; above all, obedience--for all customs, as works of the 
ancestors, are also their statutes and commands: can one ever give them enough? This suspicion 
remains and increases; from time to time it leads to a wholesale sacrifice, something tremendous in the 
way of repayment to the "creditor" (the notorious sacrifice of the first-born, for example; in any case blood, 
human blood).” 
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individual to become more than the sum of his parts, trades concrete traits for abstract function, 
turns into the deified legal person. This stands uncomfortably with our default assumption of 
exchange relations to be based on reciprocity, a fundament that crumbles with the establishing of 
hierarchy. We will shortly take up this sentiment in talking about a dichotomy of 
opportunity/expectancy in the United States.  
 
To provide a less emotionally charged counterweight to Nietzsche’s account, as well as edge 
closer to our more immediate analysis of the American student debt crisis, we find it relevant to 
turn our attention to Émile Durkheim. While his writings take departure in his empirical analysis 
of religious practises, his inferences on general communal cohesion shed light on the individual’s 
sense of obligation towards society. His observations on Australian tribal culture lead him to say 
that the object of religious reverence, the totem, constitutes not only a manifestation of the clan’s 
god, but equally, in typifying the particularities of that community, a manifestation of society 
itself.  
 
[...] the totem expresses and symbolizes two different kinds of things. From one point of 
view, it is the outward and visible form of what I have called the totemic principle or god; 
and from another, it is also the symbol of a particular society that is called the clan. It is 
the flag of the clan, the sign by which each clan is distinguished from the others, the 
visible mark of its distinctiveness, and a mark that is borne by everything that in any way 
belongs to the clan: men, animals, and things. Thus, if the totem is the symbol of both the 
god and the society, is this not because the god and the society are one and the same? 
How could the emblem of the group have taken the form of that quasi-divinity if the 
group and the divinity were two distinct realities? Thus the god of the clan, the totemic 
principle, can be none other than the clan itself, but the clan transfigured and imagined in 
the physical form of the plant or animal that serves as totem. 
(Durkheim, 1995: 208) 
 
Famously paraphrased as “religion is society worshipping itself”, we see this to hold high 
relevance for the purpose of our investigation into the mechanisms ensuing from debt relations, 
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in that the primordial debt felt towards religion, which we explored earlier, is anchored in a more 
fundamental sense of responsibility towards society. In a sense, this mirrors Nietzsche’s claims of 
the Christian God taking origin in ancestral authority. Members of society are upon their death 
elevated to mythical guardians, where the myth stems from the distinct societal traits of the 
community. Thus God, as the culmination of ancestral worship, similarly represents an 
extrapolation of society. 
 If we accept this connection, one of its consequences is that the state, as the most 
immediate representative of society, can instill all sorts of feelings of obligation and responsibility 
towards the nation. What do nationalist sentiments amount to other than the invoking of a sense 
of debt in the citizen towards his mythified homeland (a word that in itself conflates the safe 
harbor of the private sphere with the wider scope of the nation-state)? This sense of duty is 
invoked especially at times of war, where the elsewhere heavily promoted individualism is 
momentarily suspended ‘for the greater good’. The United States of America provide a 
particularly lucid example in this regard, considering above all their now iconic ‘I want you!’ 
poster campaign: the nation totemized as stern Uncle Sam pointing at the American citizen to 
guilt-trip him*her to join the efforts to defend the sacrosanct motherland. In a broader sense, this 
means that concretized financial debt towards the state will be doubly binding, as the moral 
component of oweing one’s prosperity to the nation is coupled with the legal obligation to 
reimburse. As mentioned before, the conflation of moral and legal debt becomes troublesome for 
the citizen seeking higher education. 
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3.3.1 On (In-)Dependence 
 
If society is to be able to become conscious of itself and keep the sense it has of itself at the 
required intensity, it must assemble and concentrate. This concentration brings about an 
uplifting of moral life that is expressed by a set of ideal conceptions in which the new life 
thus awakened is depicted. [...] A society can neither create nor recreate itself without 
creating some kind of ideal by the same stroke. 
(Durkheim, 1995: 405) 
 
At the fundament of this problematic conflation we see the egalitarian American Dream (itself a 
totem of the mythified ‘land of the free’), which finds its origin in the Declaration of 
Independence: the 1776 document famously postulates “[...] that all Men are created equal, that 
they are endowed by their Creator with certain unalienable Rights, that among these are Life, 
Liberty, and the pursuit of Happiness” (Archives.gov, n.d.: n.p.). 
We argue that the right to the “pursuit of Happiness” provokes a certain expectancy of 
the individual towards the state, but conversely the individual’s freedom has an insidious catch, in 
that it urges him*her to also capitalize on that right. As of 2008 – based on a poll by Penn, 
Schoen, and Berland Associates –, 68 % of Americans agree that the realization of the American 
Dream should include the ability to complete higher education, and for 77 % it should include 
the ability to send their own children to university (Hanson and White, 2011: 9). This implies 
that an upstanding citizen, in order to do justice to his*her role as an American, should pursue a 
university degree. However, it is now a reality that acting in accordance often results in 
considerable financial burden, which compromises the “Happiness” originally sought. 
Still this right to happiness is held in such high regard that self-realization is perpetually 
promulgated through various media, as well as often drawn on to delineate and position the U.S. 
favorably against ‘less free’ nations. In a 1986 speech on tax reform, then-President Ronald 
Reagan expresses the notion of American exceptionalism as follows: 
 
And what of America's promise of hope and opportunity, that with hard work even the 
poorest among us can gain the security and happiness that is the due of all Americans? 
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You can't put a pricetag on the American dream. That dream is the heart and soul of 
America; it's the promise that keeps our nation forever good and generous, a model and 
hope to the world. 
(Reagan, 1986: Speech, in Hayes, 2008: 23) 
 
The paragon that is the American Dream is a common theme among U.S. presidents. By 
consistently ascribing positive connotations to this highly individualized – and, as we will expand 
on later in subchapter 4.2.2, highly competitive – way of life, individuals are lured into voluntary 
compliance with the predominant ideology. As Durkheim states,  
 
[...] the hold society has over consciousness owes far less to the prerogative its physical 
superiority gives it than to the moral authority with which it is invested. We defer to 
society's orders not simply because it is equipped to overcome our resistance but, first and 
foremost, because it is the object of genuine respect. 
(1995: 209) 
 
We are aware of the increasing number of voices decrying the death of the American Dream (e.g. 
Hedrick Smith in Who Stole the American Dream?), that creating a ‘rags-to-riches’ narrative for 
oneself by hard work and ingenuity falls flat when faced with a rank in the lower third compared 
to peer OECD countries’ social mobility (Gould, 2012: n.p.). But while this particular expression 
of an all-American virtue has been dealt substantial blows, this does not delegitimize the 
underlying principle of forging one’s own fortune. We will maintain the use the term American 
Dream as encapsulating this principle. 
Autonomy and individual agency continue to be two of the prime virtues promoted in the tale of 
upward mobility for all, limited only by the individual’s level of abilities and ambition. To give 
but one concrete example, in the same 1986 speech Reagan is quoted as saying that  
 
The history of these United States of America is indeed a history of individual 
achievement. It was their hard work that built our cities and farmed our prairies; their 
genius that continually pushed us beyond the boundaries of existing knowledge, reshaping 
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our world with the steam engine, polio vaccine, and the silicon chip. It was their faith in 
freedom and love of country that sustained us through trials and hardships and through 
wars, and it was their courage and selflessness that enabled us to always prevail. 
(Reagan, 1986: Speech, in Hayes, 2008: 23) 
 
Once again invoked as the grand narrative of American strength and progress, on an individual 
level the realization of the American Dream becomes a prerequisite for personal happiness. Yet 
achieving this narrative is only possible from within the constitutional framework; a person’s well-
being bears an inherent connection to the frame established by the government, so that the 
former cannot be thought of without the latter. Personal independence (or, as we argue, the 
perception thereof) depends on the state, which takes its origin in the Declaration of 
Independence.  
This paradoxical tension can be spelled out as followed: In declaring independence from 
the colonial rule, the new nation inadvertently creates a new form of bond – formerly subjects to 
the British crown, the citizens now owe their loyalty and their freedom to the American 
government. Arguably their sense of obligation is now even stronger, as it is invested with positive 
feelings, which are rooted in the moment of liberation from the oppressive regime. However, in 
reality one dependence is simply exchanged for another. The anthemic ‘land of the free’ rings 
hollow when confronted with this hyperbole. Durkheim is conscious of the mechanism of 
dependence society employs, and claims that an individual’s self-realisation is subordinate to the 
furthering of society’s goals: 
 
[As do the Gods,] Society also fosters in us the sense of perpetual dependence. Precisely 
because society has its own specific nature that is different from our nature as individuals, 
it pursues ends that are also specifically its own; but because it can achieve those ends 
only by working through us, it categorically demands our cooperation. Society requires us 
to make ourselves its servants, forgetful of our own interests. And it subjects us to all sorts 
of restraints, privations, and sacrifices without which social life would be impossible.  
(Durkheim, 1995: 208) 
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As we act within a reality that is shaped by society, the goals that seem desirable are similarly 
constituted by society. In the case of students, by following the goal of a higher education, they 
are willing to accept major financial strain as a necessary evil to accomplish self-realization. 
However, even the considerations of what would constitute success in this aspiration are shaped 
to a notable degree by external authority. Considering the likelihood to find a lucrative job one 
might for example be swayed towards studying Computer Science rather than Theology (comp. 
59,800 USD vs 34,000 USD starting salary) (PayScale, 2015), which represents a general trend of 
increased earnings in the field of ‘harder’ sciences in comparison to the humanities.  
Where the individual pays deference to society’s forces, the citizen does so in relation to 
the state. It bears mentioning that one does not opt in to society (or the state) but on the contrary 
would have to go to substantial lengths in order to opt out. We hold that in the case of the United 
States all men are created equally liable to a social contract signed by John Hancock, Thomas 
Jefferson, Benjamin Franklin et al. In his Two Treatises of Government British philosopher John 
Locke, arguably a foundational influence on liberalism and on the Declaration of Independence, 
encapsulates this thought as “tacit consent”: 
 
[E]very man that hath any possession or enjoyment of any part of the dominions of any 
government doth hereby give his tacit consent, and is as far forth obliged to obedience to 
the laws of that government, during such enjoyment, as any one under it, whether this his 
possession be of land to him and his heirs for ever, or a lodging only for a week; or 
whether it be barely travelling freely on the highway; and, in effect, it reaches as far as the 
very being of any one within the territories of that government.  
(Locke, 1823: 157) 
 
The problem here is that, against the backdrop of 1.3 trillion USD in student debt, a majority of 
the millennial generation16 expresses its dissent with the implemented policies. Nonetheless 
students are bound to answer to the constraints that are imposed on them, since their very 
existence within the borders of the nation entails their “tacit consent” inasmuch as they have to 
                                                
16 57% of America’s 18- to 29-year-olds as of 2013 view student debt as a “major problem” 
(iop.harvard.edu, n.d.: n.p.) 
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comply with federal law. We maintain that higher education is critical to achieving the U.S. 
narrative of autonomous prowess. Consequently, students are subject to societal directive as well 
as to legal dictate: the social pressure to compete and excel, as well as educational reforms that 
reduced public funding, forcing a steep increase in tuition fees. The students are stuck between a 
rock and a hard place. While the increased costs for higher education discourage the realization 
of the American Dream, students’ continued choice for university education illustrates that the 
pursuit of ideals established by society holds primacy over resulting financial tribulation. Between 
collective myth and national law the individual’s agency is sidelined: 
 
[...] at every instant, we must submit to rules of action and thought that we have neither 
made nor wanted and that sometimes are contrary to our inclinations and to our most 
basic instincts. 
 (Durkheim, 1995: 208) 
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3.4 Interim Conclusion 
 
In the last three subchapters we have explored the theme of debt from numerous angles, 
continually honing our and in turn the reader’s understanding of the complex historical, 
conceptual, and societal factors underlying the seemingly straightforward nature of debt. So 
where has this gotten us to? And more importantly, how will this inform our further 
investigations? 
 Over the following paragraphs we choose to highlight a few key points of our analysis so 
far, points we feel need specific attention and emphasis. In our ordinary understanding, we 
intuitively assume money to lie at the foundation of debt. As we found out, however, it is debt 
that lies at the origin of money. We remind the reader of our statement that ‘debt is money, while 
money can be anything a sufficiently large amount of people agree upon’; that is, in order to 
create money, debt has to be translated into a promissory note whose value is based on the 
debtor’s willingness to reimburse. This winding logic is a lucid example of the abstract nature of 
debt, and precisely these unintuitive mechanisms of debt create a complexity that exacerbates 
already dire financial situations for debtors, and more specifically unsuspecting students. 
Furthering the conceptual intricacy students find themselves entangled in, the issue of hierarchy 
comes into play: wherever debt relations are created, a hierarchy manifests itself to the 
disadvantage of the debtor. While any citizen is subject to the government, in the moment of 
taking a loan a price tag is put on the extent of subjection, specifying and exposing – in U.S. 
dollars –  just how much lower the student ranks in the power structure. 
 Other than instilling a feeling of general powerlessness, the hierarchical imbalance 
constitutes a reality where the government, like the dominant player in any debt relation, can 
bend and twist the ‘terms of service’ of a contractually defined debt to their liking. This can be 
seen in the fact that, in opposition to other loans such as mortgages, declaring bankruptcy on 
one’s student debt is made nearly impossible. After all, there is money to be made where there is 
debt to be collected. 
 In addition to legal pressure, debt relations always already carry a moral dimension that 
puts immense societal pressure on the student to amortize his*her debts, as this is made to be an 
act of unquestionable moral righteousness – a fact most succinctly represented in the ubiquitous 
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imperative of ‘having to pay one’s debts’. As we have shown, however, this deeply ingrained 
maxim is far more elastic than commonly understood. Not only does it adhere to this twist on 
‘victor’s justice’ outlined in the paragraph above, it is momentarily suspendable in the case of a 
general amnesty, which drives home the point that this supposed imperative is arbitrary and 
situational. Nonetheless, it constitutes a very real part of our contemporary moral compass. 
What these entanglements point to is what we call the conflation of moral and legal debt. 
As shown, this stems from the fact that, historically, religious belief attempted to position itself as 
exempt from and indeed opposite of market logic; this proved futile. In defying market logic 
religion not only delineates and strengthens its adversary but heavily appropriates terminology 
and ends up framing its morality by the same logic it set out to overcome. Our etymological 
inquiries corroborate that sentiment. 
We remind the reader of Luther, who condemned usury as a sin, only to later backpedal 
and declare it a necessary evil whose stipulations debtors were obliged to pay heed to. At the end 
of this contradictory argumentation manifested an unconditional condemnation of the whole 
business of lending and borrowing money, all the while acknowledging that it would remain a 
common, even essential practice among humans. Thus debt relations became a slippery slope for 
creditor and debtor, inevitably thrusting both into morally compromising realms. The one 
advantage this held for the debtor in his*her plight to amortize potentially indomitable amounts 
of debt was the possibility to oppose the injustice imposed by the creditor in appealing to 
morality and to a claim that the other party was more, least equally as, guilty as he*she was made 
to feel. 
In the neoliberal United States, however, and specifically in relation to student debt, the 
creditor is constituted by faceless, intangible institutions (i.e. private loan agencies and the 
Department of Education). While the role of the debtor is ever-invested with guilt, on the part of 
the creditor there becomes apparent a guilt vacuum: as much as the student in financial woes 
demonizes his diffuse ‘benefactor’, these institutions do not operate within the paradigm of 
emotions, are unable to experience guilt. This moral imbalance further cements growing unrest 
and finds expression in increasingly vocal protest movements, as we will discuss in our closing 
chapter. 
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Where the creditor transcends mere personhood, we found another crucial variable to 
enter the picture: the notion of debt to a ‘larger than life’ benefactor, who guarantees the 
individual’s prosperity and protection within a community. This primordial debt is not accrued but 
rather existent from the moment of birth, as Nietzsche poignantly surmises in his reasoning on 
the origin of ancestral worship. The ancestors as the guardians of the community’s welfare over 
time become translated into figures of gods, to whom their followers feel obligation. As these gods 
ultimately are rooted in members of society, they can be seen as extrapolations therefrom. 
Durkheim follows this argument to the conclusion that, ultimately, in worshipping and making 
sacrifice to gods society worships and makes sacrifice to itself. This in modern times easily applies 
to nationalist sentiments and ideology present in the United States. We argued that it is this 
ideology that, by promoting the American narrative of autonomous self-realization, in actuality 
constricts the citizens’ freedom, limits their choices and instills a sense of compulsion to realize 
this narrative. The American Dream, in other words, has been told and retold, promulgated and 
propagated to the extent of becoming an illusion of inescapable allure. 
Since the pursuit of higher education has become the vehicle to achieve this narrative, 
students are being coerced into a predicament, where the commitment to self-realization entails 
the amassment of crippling amounts of debt, preventing precisely the sought-out freedom in tying 
them to a near irreversible obligation. 
The outlined predicaments of constraint through freedom, of morality being invested 
with notions of its arguable counterpart – the legal domain –, and of the guilt-invested individual 
squaring off against a faceless creditor-entity that cannot be held accountable in the paradigm of 
morality: these predicaments build the backdrop against which the following chapters should be 
read. 
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4. Neoliberalism 
 
In order to further understand the notion of neoliberalism, we find it of paramount importance 
to delve into its history. In this chapter we will outline what neoliberalism is, its origins, how it 
came to dominate current policies, and how it affects higher education within the United States 
today. In the exploration of neoliberalism, we will account for and analyze the human capital theory, 
invoking Foucault’s thoughts on neoliberalism, power and docility. This will allow us to apply 
these theories to the neoliberal system, the university within it, and the subject in question: the 
student. 
 
4.1 Origins of Neoliberalism 
 
We consider the works of David Harvey, professor and anthropologist at City University of New 
York and Author of A Brief History of Neoliberalism. Thus, we find his definition of neoliberalism 
appropriate to begin with: 
  
Neoliberalism is in the first instance a theory of political economic practices that proposes 
that human well-being can best be advanced by liberating individual entrepreneurial 
freedoms and skills within an institutional framework characterized by strong private 
property rights, free markets, and free trade. The role of the state is to create and preserve 
an institutional framework appropriate to such practices. 
(2005: 2) 
 
In order to gain a more nuanced perspective of this definition, we have to look back a few 
decades, to neoliberalism’s founding fathers. In the late 1940s a small group of elite economists, 
historians and philosophers formed a movement called Mont Pelerin Society. These men, 
notably including Ludwig von Mises and Milton Friedman, gathered around the ideas of political 
philosopher Friedrich von Hayek. They called themselves Liberals; however, their ideas of a 
deregulated free market economy was inspired by neoclassical economy. The merging of ideas 
from the two theories later formed what we today call Neoliberalism. These ideas, Harvey writes, 
House 3.1.1. - Group 6                Fall 2015 
           
66 
“[...] were threatened not only by fascism, dictatorships, and communism, but by all forms of 
state intervention that substituted collective judgements for those of individuals free to choose” 
(Ibid.: 3). At this time neoliberal ideas were highly opposed by British economist John Maynard 
Keynes and because of dominant Keynesian views within the U.S. and the rest of the West, 
neoliberal policy as we know it today, did not come into full effect until many years later with the 
presidency of Ronald Reagan. 
Keynes’ economic models had great influence after The Great Depression – a crisis 
caused by the 1929 crash of the stock market, which resulted in massive social inequality and 
poverty for many Americans. In the 1930s Keynes suggested that the federal government should 
regulate the market to a greater extent, in order to prevent such crises in the future. His main 
argument was that if the U.S. government created more jobs, putting people to work along with 
raising their wages, people would in turn buy and consume more products, thus ensure economic 
growth. Dr. Jason Hickel, anthropologist and professor at London School of Economics explains, 
  
This economic model is known as “embedded liberalism” – it was a form of capitalism 
that was embedded in society, constrained by political concerns, and devoted to social 
welfare. It sought to exchange a decent family wage for a docile, productive, middle-class 
workforce that would have the means to consume a mass-produced set of basic 
commodities. 
(2012: n.p.) 
  
This Keynesian idea became quite popular, and was especially used to promote social welfare in 
the West after the Second World War. The Marshall Plan represents a large-scale supranational 
implementation of this principle, as outlined in the the subchapter Origins of Debt. During this time 
– as a predecessor to the IMF, World Bank and WTO –, the Bretton Woods Institutions were 
founded in order to encourage development in the aftermath of the Second World War, and to 
re-establish European markets. This embedded liberalism proved successful for three decades; 
however, in the 1970s the West was faced with what Hickel calls a crisis of stagflation, “a 
combination of high inflation and economic stagnation […] In the U.S. and Europe, inflation 
rates soared from about 3% in 1965 to about 12% ten years later” (Ibid.). 
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The reason for this crisis has been much discussed by economists. Some argue that it was due to 
the massive cost of the Vietnam War, along with president Nixon unpegging the dollar off the 
gold standard which increased inflation. Harvey explains that “Gold could no longer function as 
the metallic base of international money; exchange rates were allowed to float, and attempts to 
control the float were soon abandoned” (2005: 12), which led to soaring gold prices, and 
decreased the value of the dollar. Another factor was the 1973 oil crisis which lead to excessively 
high prices on oil. Hickel argues that many conservative economists blame the stagflation on 
excessive regulation and severe taxes issued on the wealthy. The more affluent population’s 
wealth began to crash with the increased inflation in the 1970s and they were looking for a way 
to restore their wealth and demolish embedded liberalism altogether (2012: n.p.). This occurred 
not many years later, when President Carter appointed Paul Volcker as chairman of the U.S. 
Federal Reserve. Volcker's idea was to increase interest rates on loans and bonds and, “[...] 
clamp down on the supply of money, incentivize savings, and thus increase the value of 
currency” (Ibid.). Volcker was once again appointed chairman under the Reagan administration 
in 1981 and in order to save the U.S. from the stagflation, he offered what is today known as the 
‘Volcker Shock’. In this time period interest rates skyrocketed from single digits to 20%. Hickel 
writes, 
  
This caused a massive recession, led to unemployment rates of over 10%, and 
consequently decimated the power of organized labor, which – under embedded 
liberalism – had been the crucial counterbalance to the capitalist excess that had lead to 
the Great Depression. The Volcker Shock had devastating effects on the working class; 
but it cured inflation. 
(Ibid.) 
  
In the 1980s, what Daniel B. Saunders, assistant professor at the department of educational 
leadership at University of Massachusetts, calls the peak of neoliberalism (2011: 65), drastic new 
measures defined U.S. politics. The trickle-down economics were enacted, as a way of taxing the 
wealthy much less than before, assuming that the investments (of the wealthy) in productive 
capacity would trickle down to the lowest income population. Hickel states, “Toward this end, he 
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[Reagan] cut the top marginal tax rate from 70% to 28%, and reduced the maximum capital 
gains tax to 20%, the lowest since the Great Depression” (2012: n.p.). In addition to this, Reagan 
also heavily deregulated the financial sector with the help of Alan Greenspan who took Volcker’s 
position as chairman of the U.S. Federal Reserve in 1987, after Volcker refused to agree on 
Reagan’s recent policy. Greenspan's idea was to lower tax and initiate the privatization of social 
security. He stayed in office until 2006. Hickel argues that Greenspan’s deregulation policies 
under the Reagan administration eventually lead to the 2008 financial crisis, where millions of 
Americans lost their jobs and homes (Ibid.). 
 
In the early 1980s – with the election of Ronald Reagan in the U.S. and Margaret Thatcher in 
England, as well as Deng Xiaoping’s initiation of a more liberal economy in China – the world 
changed. Neoliberal capitalism began to drastically dominate the world economy. As explained 
previously, neoliberalism is an old economic ideology, but the idea of a deregulated market was 
not favored back then. However, after many steady years of Keynesian-inspired economy, the 
U.S. was caught in a stagflation that left them and the rest of the West in a troubled economy. 
With the Reagan administration things began to change: U.S. economy began to recover but 
citizens suffered greatly under the Volcker shock. According to neoliberalism, however, it is not 
the government’s responsibility to interfere with the market. Deregulation in financial and public 
sectors has been prioritized, and as we will embellish in the following subchapter, market logic 
now dominates political decision-making. As Harvey states in his definition, “The role of the state 
is to create and preserve an institutional framework appropriate to such practices” (2005: 2).  
 
 
 
 
 
 
 
 
 
House 3.1.1. - Group 6                Fall 2015 
           
69 
4.2 A Foucauldian View on Neoliberalism in Education 
 
With the rising acceptance of neoliberalism as the dominant economic and political ideology, 
higher education in the U.S. has undergone several changes. According to Saunders, the 
American university has changed in the sense that it focuses on three main parts in order to 
thrive in the current open-market economy. He states, “Revenue generation, efficiency, and 
competition define the priorities of all types of higher education institutions, from community 
colleges to research universities” (2011: 56). The main goal in a neoliberal university is to 
maximize revenue, spend its funds efficiently, and in turn create a student body that will generate 
revenue when it graduates.  
Over the following pages, considering Saunders’ research, we will hone in on how 
neoliberalism has affected higher education and the student body. We utilize the term ‘neoliberal 
university’ as Saunders does in in his analysis and do not consider other universities within the 
U.S. that may not be affected by neoliberal policy, as this would not contribute to our 
investigation.  
Our analysis will be continuously informed by Foucault’s discussion of American 
neoliberalism, as presented in The Birth of Biopolitics, a collection of lectures Michel Foucault 
presented at the Collège de France 1978-1979. We see his thoughts as vital to a conceptual 
understanding of the overarching rationale and more concrete mechanisms of neoliberal policy-
making, reasoning and conceptualization of human nature. Thus we will outline and further his 
arguments pertaining to political developments in the United States over the last decades, to the 
application of economistic decision making processes to non-economic domains to the 
rationalization of the individual as manifested by human capital theory. In line with our theme of 
exposing inherent contradictions, these investigations will aim to highlight the problematics that 
arise from the implementation of neoliberal policies, with regards to both the university and the 
student. 
First, we will establish how and to what extent the neoliberal university resembles a 
business enterprise, becoming part of the market and thus subject to market forces. This inquiry 
into concrete developments will inform a larger argument put forth by Foucault to understand 
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structural developments taking place under neoliberalism: the application of the economic grid to 
a non-economic domain. 
Second, our focus will shift to the underlying rationale behind this development – human 
capital theory. We will assess the effects of its implementation on the student, whom we liken to 
homo œconomicus, considering the theory’s diverse ramifications in reality. 
 Third, we will shed a critical look on whether the conceptualization of the student as homo 
œconomicus is sufficient in describing his*her role in higher education today putting particular 
emphasis on the government’s function within the student debt crisis. 
 
4.2.1 The Economic Grid 
 
As explained in The Origins of Neoliberalism, in the early 1980s with the election of president 
Ronald Reagan, many political policies were altered to be in line with neoliberal ideology. This 
initiated a shift in how the university’s function was defined and in turn how its performance was 
assessed, focusing increasingly on the degree of efficiency with which funds are used. As Foucault 
shows, neoliberalism more generally changes how public institutions are viewed, namely as a 
kind of business, and thus also how they are assessed, namely on the grounds of efficiency: 
 
the economic grid will or should make it possible to test governmental action, gauge its  
validity, and to object to activities of the public authorities, on the grounds of their abuses, 
excesses, futility and wasteful expenditure. 
(Foucault, 2008: 246) 
 
This adaption of economistic evaluation criteria, the application of the economic grid to non-
economic domains becomes full-fledged under the neoliberal Reagan administration. In his 
Address to the Nation on the Program for Economic Recovery held February 18th 1981, 
President Reagan states, 
 
This plan is aimed at reducing the growth in government spending and taxing, reforming 
and eliminating regulations which are unnecessary and unproductive or 
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counterproductive, and encouraging a consistent monetary policy aimed at maintaining 
the value of the currency. 
(Reagan, 1981: Speech) 
 
Reagan justifies the drastic decrease in public funding for the universities exclusively on account 
of economic rationale – a reasoning which led to a halving of the budget for education over the 
course of Reagan’s presidency (Danziger and Haveman, 1982). This constitutes the starting point 
of an all-in-all decrease in financial resources granted to universities; as they can no longer rely 
on public funding, the universities have to stay competitive in order to survive and thrive in a 
neoliberal economy. 
In a way, we argue, this process goes even further. In neoliberal economy, it is the state’s 
responsibility to preserve free markets, a stance highly inspired by economist Adam Smith’s view 
that a government shall by no means interfere with an individual’s personal interest. Foucault 
cites Smith as follows: “[e]very man, as long as he does not violate the laws of justice, must be 
able to pursue his interest and bring his capital where he pleases” (Foucault, 2008: 281). As the 
neoliberal university is increasingly left to its own devices, we see this logic apply to the role of the 
university. 
If one looks at the university itself as a business, it will in turn be run according only to its 
own interests, and not the students’. In a reaction to the demands of the open market, raising 
tuition fees can be seen as an opportunity for the neoliberal university to stay competitive, and 
since education is a highly valuable and necessary ‘product’ most Americans strive to obtain, this 
development goes unchallenged. One can conclude that the market for higher education is highly 
contested, and looking at it from the university’s perspective, it is in its interest to continuously 
maximize profit. 
This finds another manifestation in the focus on certain departments within the 
university. One can observe that a major shift has occurred in the last thirty years. The 
humanities and fine arts departments have seen a decrease in funding for research and resources. 
With the goal of maximizing revenue and staying competitive, Saunders finds that “institutions 
have shifted their resources and allocations away from these areas and expanded departments 
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that have the potential to bring in funds to the university” (Saunders, 2011: 56), such as 
economics, business and computer science. 
 In continuing the notion of the neoliberal university functioning as a business, according 
to Nathan Allan, author on various works on American university admission processes, many 
non-ivy-league schools attract its prospective students by investing in modern spacious dorm 
rooms, high quality gyms, good sports teams and of course being located in an attractive area 
(2011: n.p.). Even though the price for theses perks ironically is paid out of the student’s own 
pocket, in luring in students all of these commodities prove to be a successful marketing strategy. 
According to neoliberal governmentality, it is therefore not problematic that the 
university merely acts according to its own interest, inconsiderate of the students’ economic 
standing. After all, “anyone should be allowed to pursue capital where they can find it” 
(Foucault, 2008: 281). 
In pursuing this principle of profit-maximization, universities have actively entered parts 
of the market. Historically, research conducted within the U.S. universities, funded by the state 
and federal government, was publicly accessible prior to the Reagan administration. However, in 
1980 the Bayh-Dole Act was passed, allowing the universities and allied corporations to keep the 
rights to its research and inventions, even if it was funded by federal research grants. This means 
that the universities can sell off their research to private corporations and make a profit, instead 
of sharing their knowledge with its students and other academics first. Saunders writes,  
 
The deregulation of university-industry collaborations is a further manifestation of 
neoliberalism, and when coupled with the Bayh-Dole Act strongly encourages the 
university to enter directly into the market.  
(Saunders, 2011: 57.)  
 
This has had serious consequences, as exemplified in the case of Utah University selling their 
findings of a gene underlying hereditary breast cancer to the molecular diagnostic company 
Myriad Genetics, which then in turn ended up suing different universities for performing follow-
up research using Myriad’s findings. Salzberg claims that because Myriad enjoys the monopoly 
on diagnostic testing, anyone who wants to know if they have this gene, have to now pay a fee to 
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Myriad (2011: n.p.). Not only have there been legal issues attached to the policy, but it has also 
redefined the roles within the universities, as an article in The Economist shows:  
 
Many scientists, economists and lawyers believe the act distorts the mission of universities, 
diverting them from the pursuit of basic knowledge, which is freely disseminated, to a 
focused search for results that have practical and industrial purposes [...] What is not in 
dispute is that it makes American academic institutions behave more like businesses than 
neutral arbiters of truth. 
(2005: n.p.) 
 
This already points to the possible ramifications of the implementation of the aforementioned 
economic grid, as the applicability of research in the ‘real world’ represented by revenue-generating 
corporations, becomes a criterion of quality – where quality itself in turn becomes defined largely 
by economic profitability. In a setting of tight budget realities, a research project promising to be 
of significance to market players will receive higher attention than a paper of equally high 
ambition whose results are of more exploratory or experimental character. Thus is exposed that 
Foucault’s asserted “generalization of the economic form of the market beyond monetary 
exchanges” (Foucault, 1979: 243) is problematic precisely because it ends up collapsing back onto 
its origin: money. 
While the Bayh-Dole Act offers a lucrative possibility for universities to increase their 
fundings and actively partake in the market, this blurring of lines between educational mandate 
and business practice happens bilaterally: in donating generous sums of money to universities, 
private companies can exert pressure on their beneficiaries and gain substantial influence at the 
upper echelon.  
Exemplary is the case of the Charles Koch Foundation, a prominent donor to universities 
around the U.S. led by Charles G. Koch, who states, “I have a passionate belief in the power of 
the ideas of liberty. If we fail, it is our failure, not that of the ideas. My  commitment is such that it 
is to them I am dedicating my life” (Koch, n.d.: n.p.). This philanthropist statement simplifies 
matters quite significantly. 
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In 2008 the foundation drew up a contract with the University of Florida, which gave the Koch 
foundation the right to hire professors and hold annual evaluations of the department of social 
science. The Koch foundation “can withdraw its funding if it's not happy with the faculty's choice 
or if the hires don't meet “objectives” set by Koch during annual evaluations” (Hundley, 2011: 
n.p.). In 2008 the Koch-appointed committee rejected almost 60 percent of the suggested 
candidates brought forth by the present faculty members.  
After the contract had been agreed upon, the head of the social science department 
publicly stated, “I'm sure some faculty will say this is not exactly consistent with their view of 
academic freedom […] But it seems to me it would have been irresponsible not to do it” (Ibid.). 
In 2011 the school received $1.5 million in donations form the foundation, a clear indicator that 
the department has kept up with the foundation’s educational views. According to Kris Hundley, 
Tampa Bay Times reporter, “the Koch philosophy is similar to that of Rick Scott, who, in one of 
his first acts as Florida's governor, froze all new state regulations on businesses, and has pushed 
for tax cuts.” (2011: n.p.) Bruce Benson, chairman of the FSU Economics Department, explains 
that merely 6 out of 30 faculty members agree with Koch’s free-market philosophy. Hundley 
explains that Benson updates Koch annually regarding the faculty’s  
 
publications, speeches and classes […] He said FSU has promised to retain the professors 
in tenure-track positions hired under the Koch grant if the foundation ever feels they 
aren't complying with its objectives and withdraws support.  
(Ibid.) 
 
Here we have a clear-cut manifestation of a public institution being exposed to what Foucault 
calls “market criticism”: the continual evaluation of performance based on criteria entirely 
established by the economic player in the relation. As Foucault argues, in neoliberal society the 
market becomes “[…] a principle turned against [the government]. It is a sort of permanent 
economic tribunal confronting government” (Foucault, 1979: 247). Florida State University in 
our example is the public institution that is kept under rigorous control by exactly this type of 
“economic tribunal” exhibited by the Koch Foundation. In some sense, however, this case goes 
even beyond what Foucault had in mind: the initial opposition of institution against corporation 
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gets diluted in the process of progressively bringing into line the university’s and company’s 
interests, up to a point where, under the umbrella of market logic, the two entities merge in the 
pursuit of profit maximization. 
 
4.2.2 The Role of the Student within Human Capital Theory 
 
When discussing the role of education in relation to the student debt crisis, it is helpful to gain an 
understanding of a conceptualization of education particular to a political ideology, since 
governmental policies will always define the role of education based on some presupposed 
theoretical understanding of its nature. In accordance with Foucault, we find at the heart of the 
extension of economic rationale, and thus at the heart of neoliberalism, to lie human capital theory. 
We will introduce its key points and argue how, in keeping with human capital theory, the student 
can be understood as homo œconomicus. This analysis will make for a more comprehensible and 
nuanced analysis of the structural foundations, the concepts contributing to and, to an extent, 
defining the manifestations of the student debt crisis.  
Human capital theory originates in the work of Gary Becker and Theodore Schultz in the 
1960s (Becker, 1994; Schultz, 1961), who put forward the idea of understanding training and 
schooling as being an investment into the development of skills and knowledge that will yield an 
economic return after the completion of the education by ways of acquiring a higher salary.17 
Defining human capital as “the set of all those physical and psychological factors which make 
someone able to earn this or that wage”, Foucault points out that the person possessing these 
skillsets is inseparable from them (2008: 224).  
As Schultz emphasizes, human capital theory accounts for the intangible factors contributing 
to success in work life:  
 
While any capability produced by human investment becomes a part of the human agent 
and hence cannot be sold; it is nevertheless “in touch with the market place” by affecting 
the wages and salaries the human agent can earn. The resulting increase in earnings is the 
                                                
17 The term human capital is used with reference to a wide scope of educational facilities, but for the present 
purpose, its use will be limited to considerations concerning university education. 
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yield on the investment. 
(1961: 8) 
 
Thus, while in itself impalpable, human capital affects economic reality for its holder in the form 
of income. Foucault builds on Schultz’ notion and conceptualizes human capital as a machine 
that is attached to the person, producing an earning stream for the individual, as the continuous 
use of the skills and qualities is what produces the wage at regular intervals. In this way, in 
American neoliberalism the worker becomes something other than the individual; as the human 
factors are taken out of the equation, “the worker himself appears as a sort of enterprise for 
himself” (Foucault, 2008: 226), which he has to operate, self-responsible to do so in the most 
efficient way. 
Since an investment in human capital mainly aims at an increase of an individual’s labor 
productivity, i.e. income, this also becomes the defining variable to assess the value of an 
education. As with other investments, an individual is expected to base his*her decision-making 
process on a rational evaluation of the costs and anticipated benefits of a certain course of higher 
education, to then pick the most promising option in terms of future economic return. Becker 
encapsulates this understanding in describing the foundation of any future-oriented 
considerations as follows:  
 
An informed, rational person would invest only if the expected rate of return was greater 
than the sum of interest rate on riskless assets and the liquidity and risk premiums 
associated with the investment. 
(Becker, 1994: 91)  
 
While, as part of Becker's larger argument, this refers to students specifically, this statement also 
points towards a general understanding of human nature in which individual actors are driven by 
reason and rationality that are anchored in a cost-benefit logic. Thus we arrive at the homo 
œconomicus, the “economic man”, which Foucault describes was to mean originally, that is, in 
liberal thought, “a partner of exchange”. There one could observe a reciprocity in regards to the 
economic individual, one individual being mutually dependant on the other. However, in 
House 3.1.1. - Group 6                Fall 2015 
           
77 
neoliberalism, homo œconomicus is an entrepreneur strictly for him*herself, since he*she is the only 
producer and source of earnings (Foucault, 2008: 226). In this way, homo œconomicus represents the 
agent of maximal rationality, who through his*her economistic reasoning becomes the 
autonomous manager of himself*herself. Similarly, students can be seen to become autonomous 
career and education managers of themselves, being the chief financier of their education as well 
as having continuous awareness of the outward appearance of their life choices: test results and 
grade point averages reflect certain achievements, extracurricular activities and community 
service become an indicator of skills, and, more fundamentally, even the choice of degree is 
influenced by the future economic utility – all of which then find expression on one’s CVs as the 
ultimate, tangible manifestation of one’s worth for the future employer. All of this is to ensure a 
high human capital and in turn a future source of income. 
As human capital theory assesses the value of education in line with credentialism, this points 
to a conceptualization of education as entirely instrumental towards achieving something other, 
namely acquiring a job and maximum financial profit therefrom: “[...] the only benefits from 
education that are considered are an increased productivity and a higher wage” (Robeyns, 2006: 
72). In many ways we can see this understanding of human nature to have found its way into 
American reality: since a majority of students in the U.S. has an extensive loan to pay back after 
they graduate, this greatly affects the choice of education they make, veering them towards 
financially profitable degrees. Students achieving an education has come to resemble the process 
of a customer buying a product – thus showing affiliation to a brand that defines him*her and 
his*her future perception by peers as well as employers to a large extent. 
Accordingly Saunders states that “[s]tudents, as rational economic actors, changed their 
goals from what were largely intrinsic, such as developing a meaningful philosophy of life, to 
larger extrinsic goals including being very well off financially” (Saunders, 2011: 54). This is 
clearly a result of the neoliberal ideology that focuses greatly on economic gains and competition. 
Saunders calls the generations that attended higher education since the 1980s the revenue generation. 
These students show a different motivation for attending university. Their generations are more 
interested in obtaining high paying jobs, not merely to gain wealth but also as a necessity in order 
to pay off their student loans. In a survey study, ‘The American Freshman: Thirty Year Trends’ 
conducted by Astin et al (1998), shows that in 1996 74% of students said that the most important 
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reason for attending university was to earn more money, whereas in 1966 only 42% stated that as 
their reason. Instead, ‘Developing a meaningful philosophy of life’ was ranked highest by 80%. 
Today,  
 
almost three quarters of students now indicate they are attending college “to be able to 
make more money,” up from one-half in 1971 […] these changes and trends began in the 
1970s and peaked in the late 1980s, which matches the timeframe of the beginning of 
neoliberalism and its most dominant period. 
(Saunders, 2011: 65) 
 
 
(Astin et al, 2002: 16) 
 
The study also corroborates that students in the neoliberal university are more competitive and 
choose educations in departments where they are more likely to generate revenue after 
graduation. Today students are required to bear the burden of their highly expensive education, 
which, according to Saunders, has resulted in a much different learning environment. In fact, he 
argues that students are far less focused on learning and challenging themselves as well as 
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enjoying the experience of going to college, because they mostly think and worry about how they 
can obtain, “the credential(s) that enable them to achieve the economic success they desire” 
(Ibid.: 64). Already one comes to doubt the extent of autonomy the students exhibit  in mirroring 
the logic of homo œconomicus. In any case students at the neoliberal university are no longer 
romanticized as one student body in a thriving learning community, but rather they work for 
themselves as competitive individuals in order to gain and enhance their human capital. 
Reasons for accumulating human capital prove to be even more diverse, however; to 
further this claim it is useful to include Foucault’s distinction of the two elements that constitute 
human capital, the innate and the acquired. In relation to the first, Foucault explains that if one 
wishes to have a child with the same or better genetic makeup, he*she will have to find someone 
who can enable this; the same qualifies for human capital. He states, 
 
If you want a child whose human capital, understood simply-in terms of innate and 
hereditary elements, is high, you can see that you will have to make an investment, that is 
to say, you will have to have worked enough, to have sufficient income, and to have a 
social status such that it will enable you to take for a spouse or co-producer of this future 
human capital, someone who has significant human capital themselves. 
(2008: 228). 
 
Attending university and investing in higher education is then imperative to producing and 
securing future generations with the same or higher human capital. This seems indeed to be a 
serious concern for a notable part of the American population, as reflected in our previously cited 
survey that showed 77 % of the polled to regard the ability to send one’s children to university as 
part of the American Dream.  
This leads us to the second element, acquired human capital, that is, the human capital 
received from stimuli in one’s immediate environment. For example, the time a mother spends 
with her child can be seen as an investment, which fosters the child’s skills and future abilities, “in 
short, the set of cultural stimuli received by the child, will all contribute to the formation of those 
elements that can make up a human capital” (Ibid.: 229).  
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However, acquired human capital also means “making what is called, educational 
investments” (Ibid.) – in a more immediate way than in the inherent conception –, which brings us 
to the issue of the current student debt crisis. As pointed out previously, it is perceived as crucial 
to acquire a university degree to become an independent, self-sufficient member of American 
society, but with rising tuition fees, students are required to invest more than ever to achieve this. 
However, students are willing to take extensive loans in order to strengthen their human capital 
and invest in a better future for themselves and possibly their children.  
One can also argue that those students whose parents once attended university are 
expected to live up to the standards of the family – in spite of facing considerably larger tuition 
fees than their parents. Conversely, lowering one’s human capital by not attending university in 
turn affects the joint human capital of the family, and in consequence, can have serious 
ramifications for future generations. In order to prevent this, it is not only imperative to attend 
university but also to aim for a prestigious one, where one can network and become part of a 
larger community, which in turn will contribute to one’s social standing and human capital. All 
these considerations are clearly situated within an economic rationale, abstracting the student 
into a generator of a sound cost-benefit calculation. 
 
4.2.3 The Student under American Neoliberalism: a Homo Œconomicus? 
 
Under neoliberalism, we found, higher education becomes little more than a sub-section of the 
economic sector – an assessment that is corroborated by Becker's insistence that fundamentally 
there need not be a differentiation between firms and schools, the latter merely being a specific 
type of the former (see Becker, 1994: 52). We remind the reader of the Koch Foundation’s 
involvement in administrative matters at FSU, and Myriad Genetics holding rights over research 
results sold to them by Utah University. In this way Becker’s uncanny scenario has now come 
true in contemporary American society, where the neoliberal university functions much like an 
enterprise, effectively eliminating a clear difference between corporations and educational 
institutions. This highlights how theory can come to generate the very reality it postulates already 
exists – not only is there a neoliberal understanding of human nature at the core of the human 
capital theory, but in turn the theory consolidates a neoliberal approach to understanding 
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knowledge formation and translating this understanding into concrete educational policies. A 
process, we argue, that finds more general expression in the neoliberal governmentality 
established in the U.S., putting forward a “political project that endeavors to create a social 
reality that it suggests already exists” (Lemke, 2001:13). This, we have shown, already applies to a 
degree to the making of the individual, that is, the student, as largely congruent with the homo 
œconomicus, creating that “[...] behavioristically manipulable being and the correlative of a 
governmentality which systematically changes the variable "environment" and can rightly expect 
that individuals are characterized by ‘rational choice’” (Lemke, 2001 : 11). 
However, there is a paradox in all this. Ideally, the investment in education would only be 
executed by the student through rational decision-making, if a greater return than the investment 
is expected. As Becker states, it is expected of the student to make a rational decision behind 
his*her investment in his*her human capital. Yet the outcome as expected by an assessment of 
education through a cost-benefit calculation is not guaranteed by the universities. In other words, 
the benefit of an education is not insured, so that the resulting indebtedness foils the logic of the 
investment. In line with this thought, Richard Arum, a New York University sociologist, explains 
in Peter Coy’s previously mentioned article for Businessweek, that, 
 
[t]he question isn’t the debt per se. It’s what the students are getting in return [...] Many 
students are incurring heavy debts for an education [...] that just isn’t worth it from a 
strictly financial viewpoint. Education benefits society by creating a workforce that creates 
wealth, pays taxes, and stays off welfare. But state governments—whose schools educate 7 
in 10 students—have raised tuition abruptly because of their own financial problems. 
(2012: 2) 
  
This points to a simple conclusion: utilizing a ‘logical’, economic-driven value assessment of 
education proves to be inadequate in many situations where the costs exceed the benefits. In 
defiance of this insight the encouragement to pursue this course of life is propagated by the 
government to the people to an extent that it becomes tantamount to a necessity, and again, to 
the sort of rational choice the student as the self-governing homo œconomicus would make. To take a 
recent example, Michelle Obama’s new initiative “Reach Higher” is geared towards inspiring 
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high school students to go beyond high school, and aim for higher education that will guarantee 
a stable job after graduation; Obama stated, 
 
you have got to do whatever it takes to continue your education after high school — 
whether that’s going to a community college, or getting a technical certificate, or 
completing a training opportunity, or heading off to a four-year college. 
(Steinhauer, 2013: n.p.) 
 
Nowhere in this does she include an explanation of the risks that lie behind taking loans; though 
the words “whatever it takes” obviously boil down to taking up debt. If the students were to assess 
their risks in the fashion of the rationalized cost-benefit calculation included in human capital theory, 
most would have to conclude that an education, purely in financial terms, is a high-risk 
investment, which will possibly encumber them with debts making any income – the yield from 
their increased human capital – be unprofitable. In reality there is on the students’ side generally 
a lack of knowledge on how loans and accruing interests function: we have encountered 
numerous cases of graduates in deep debt who are not able to pay back their loans (Collinge, 
2009; Delisle et. al, 2015), as accruing interests and possible years spent unemployed after 
graduation render void the anticipated benefits of the investment. In the case of the anonymous 
student “Phoenix” from the conducted focus group study, Why Student Loans Are Different by Delisle 
et al (2015), who took out a student loan, the reality of the consequences did not strike her before 
she was deeply indebted: 
 
I was young, and I didn’t know what I was getting into, I didn’t have any financial help 
from my family. I didn’t realize that I was only paying all the interest up front. After a few 
years I didn’t understand and went into a panic because I still owe what I started with. I 
had been paying every month. I didn’t realize that you only pay that [interest] first... I 
have been paying off my student loans for 9 years and I haven’t even paid half of them off 
yet… 
(2015: 20) 
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This lack of knowledge is in part caused and maintained by practices of the American 
government: the Department of Education has made student loans easy to attain, since the 
eligibility criteria are lax to the extent that students’ financial situation is not accounted for and 
their choice of education is deemed irrelevant. In fact the DE promotes taking out the loan by 
filing FAFSA, emphasizing that it is free and easily taken online. It is also extensively explained 
how the federal loan is better than a private loan, putting forward that interest rates are lower 
and the loan servicer offers flexible repayment plans. In completely bracketing the student’s 
future struggle to pay back the loan, this choice of information policy effectively encourages 
possibly impoverishing decisions, while at the same time governmental campaigns keep 
suggesting that these are part of a rationally thought-through life path design.  
In some ways this can be seen to happen intentionally. The human capital theory is a 
recognized economic theory, whose theoretical assertions have permeated the commonsensical 
understanding of decision-making processes underlying education – as mentioned, students come 
to act as homo œconomicus. But they do so under a premise that no longer holds, that is, the returns 
on their investment. A further look at human capital theory illuminates how this ill-applied rational 
decision-making process is predictable by precisely the theory’s own proposition.  
Becker has indicated eight specific “empirical phenomena” pertaining to economics that 
the research methods of human capital theory offers an explanation for, where previously none could 
be found. We choose to highlight the phenomena pertinent to our argumentation: 
 
[...] (2) Unemployment rates tend to be inversely related to the level of skill. [...]; (6) Abler 
persons receive more education and other kinds of training than others. […] (8) The typical 
investor in human capital is more impetuous and thus more likely to err than is the typical investor in 
tangible capital. 
(Becker, 1994: 30; emphasis our own) 
 
The first three phenomena above stress why the youth of the United States can feel pressured to 
attain a higher education, which is to avoid unemployment and enhance possibilities of an 
increase in quality life. But of particularly telling nature is the last point on human capital, which 
can be interpreted such that if typical investors in human capital respond more easily to 
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reasoning that leads to faults, then these are more likely to be subjects to persuasion. If a student 
is more prone to take chances to enhance his*her human capital, then there is an increased 
likelihood of him*her to be influenced by processes of persuasion that are coming from one of the 
most recognized institutions, which is the government itself. Furthermore, as the practice of 
taking out loans becomes more common, the likelihood is further increased as social norms 
within society, a society governed in keeping with neoliberal ideology, highly influence the 
rational evaluations and considerations. As mentioned in the introduction, more than 8 out of 10 
undergraduates are receiving financial aid to pay for their tuition (NCES, 2014: table 331.35). 
Thus, it is evident that student loans have become a social norm for young adults pursuing higher 
education. This has created a current reality where student loan debt is a big portion of the 
economy in the United States, exceeding by all estimates 1 trillion USD. As students 
undoubtedly are typical investors in human capital, then by the notion of human capital they can 
be expected to err more often in the reasonableness of their investment. In many ways the 
government takes advantage of this knowledge to create billions of USD through interest rates: 
according to Dorfman, reporter at Forbes Magazine, the Congressional Budget office (CBO) 
measures, “the federal government will earn about $127 billion over the next ten years from its 
recently acquired role as the direct provider of most student loans” (Dorfman, 2014: n.p.). What 
becomes clear at this point is that the federal government itself works highly synchronized with a 
business rationale, taking on traits of an enterprise in the generation of profit. This impression is 
reinforced considering that the government enters the market in transferring students to loan 
servicers, concretely striking a deal with private companies to distribute the earnings on the 
student’s liabilities.  
In a sense students are caught in a range of predicaments they can hardly break free 
from. Molded by external pressures in the shape of both concrete neoliberal policies and its 
underlying ideological assumptions of humans as rational and autonomous actors, students 
consider their education from the standpoint of homo œconomicus – yet the expected result of 
investing in education, the returns in the form of future income, do rarely materialize. At the 
same time, achieving an education, as argued before, has become a constitutive part of realizing 
the American Dream and more generally fulfill the promise of individual success.  
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Foucault provides an illuminative view on this binding nature of the student’s 
commitment towards education. As argued before, within neoliberal society the student becomes 
“an entrepreneur of himself who incurs expenses by investing to obtain some kind of 
improvement” (Foucault, 2008: 230). Foucault explains this in terms of a contract the economic 
person enters into: 
 
Why have individuals entered into the contract? Well, they have entered the contract 
because they have an interest. Every individual has his interests, but in the state of nature 
and before the contract, these interests are threatened. So, to protect at least some of their 
interests they are forced to sacrifice others. The immediate will be sacrificed for what is 
more important and possibly deferred. 
(Ibid.: 273). 
 
Thus, to draw a parallel, the student enters a contract with the university, compromising his*her 
economic standing in the interest of increasing it in the future. But as it were, the prospect of 
profit in the long term does not even need to be fulfilled for the contract to take effect. Students 
are forced to accept this contract, no matter the consequences, since it is in their interest to attain 
an education; the student would then rather sacrifice his*her economic stability for his*her 
education than not be able to attain a degree. The notion of a contract between the individual 
and some larger entity echoes Locke’s position on entering into a contractual relationship with 
the state in the moment of creating it, giving rise to mutual obligations: 
 
[...] thus every man, by consenting with others to make one body politic under one 
government, puts himself under an obligation to every one of that society to submit to the 
determination of the majority, and to be concluded by it. 
(Locke, 1823: 146) 
 
This “original compact” is, according to Locke, at the base of every society – a conviction that 
builds the premise of the American Declaration of Independence, which manifested the very 
realization of such an original contract. As we expounded, it is this Declaration that gave rise to 
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the forceful narrative of the American Dream – exerting an equally binding force on the student.  
Here Foucault brings us full circle in connecting the contemporary human capital theory with the 
foundational parts of the American nation and thus exposing how the American student is 
beholden to the stipulations of two intangible contracts, tying him to the pursuit of both the 
concrete educational path and the abstract course towards self-realization. At the other end of 
the contract we have found to be a government highly informed by market maxims that 
continues to profit from the indebtedness of its citizens.  
 
Foucault’s analysis of neoliberalism and human capital theory has served to offer the reader a 
illuminative insight into how American higher education functions in current neoliberal society. 
So far we have identified how neoliberal ideas have bled into formerly non-economic domains, 
via the application of the Foucauldian economic grid, and provided examples to that extent in 
detailing how the neoliberal university increasingly functions as a business. We have found human 
capital theory and the reimagination of the individual, specifical to our case the student, as the 
enterprisal homo œconomicus to lie at the heart of American neoliberalism. On a cost-benefit basis 
the pursuit of higher education appears to be a necessary, rational investment to make in order to 
achieve high human capital. However, we have come to conclude that the returns on this 
investment do not exceed the substantial cost of attending university anymore; that investing in 
increasing one’s human capital is a speculative venture that falls flat for many U.S. students, 
resulting in the current debt crisis. Yet, one man’s loss is another man’s gain: the neoliberal 
government quite significantly benefits from students undertaking this venture, and by further 
promoting higher education as the vehicle to realizing a narrative of self-reliance and 
independence facilitates access to and brackets the negative ramifications of long-lasting financial 
dependencies.  
Before we move on to our discussion we wish to dedicate the following pages to another 
factor in the dynamic between the government, the university and the student: it seems clear, 
that where the individual is contractually bound to the hierarchically opposed government, 
where economic rationale corroborates that a degree is the product one is obligated to attain at 
all cost to come out ahead in life, there considerable power is wielded. Yet by whom over whom, 
exactly? Can power be wielded at all? How can we conceptualize power in general, and how 
House 3.1.1. - Group 6                Fall 2015 
           
87 
does it manifest in neoliberalism? In continuing to follow Foucault we will embark on an analysis 
of power structures and expand on our argument how in the pursuit of human capital as 
promoted by neoliberal ideology, the student becomes not the self-reliant entrepreneur of 
himself*herself, but rather is subjugated to the rationale of homo œconomicus without coming to 
benefit from the promised yields of his*her investment. For this has further implications: 
ultimately, in partaking in higher education the student is made docile.  
 
4.2.4 Power and Docility 
 
Foucault has written extensively on the topic of power, identifying different forms of it ranging 
from sovereign power used in pre-modern times to the modern forms applied in modern neoliberal 
society, coining these as disciplinary power and biopower. He developed his salient works on power 
primarily during the mid-1970s with the publication of Discipline and Punish (1975) and The History 
of Sexuality (1976). Foucault’s revelation of vast depth and detail in the underlying structure of 
power led him to establish a theory of power. He did not, however, favour the term ‘theory’ in 
this context, as it would imply some sort of permanence and complete understanding of the topic, 
which in no way he was in favor of claiming; rather, he preferred to call his investigations the 
“analytics” of power (Lynch in Taylor, 2011: 15). Applying Foucault’s hypotheses makes it 
possible to examine any field involving power relations in great detail. 
 
According to Foucauldian analyses of power, it “can be found in all social interactions”, and “is 
‘always already there’, that one is never ‘outside’ it” (Ibid.). This is not necessarily a pessimistic 
outlook on reality, as power by Foucault’s own understanding is not seen as merely something 
corrupt exercised on the subordinate groups by the dominant: 
 
We must cease once and for all to describe the effects of power in negative terms: it 
‘excludes’, it ‘represses’, it ‘censors', it ‘abstracts’, it ‘masks', it ‘conceals’. In fact, power 
produces; it produces reality; it produces domains of objects and rituals of truth. 
(Foucault, 1995: 194). 
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As power, when looking at the relation of the individual and the state, in contemporary 
American society lies overwhelmingly with the neoliberal government, we can infer that the 
reality that is produced by the power structures caters more to the interest of the government 
than that of the individual. Thus the accepted reality of pursuing higher education in order to 
gain human capital is produced and reproduced accordingly. 
The productive aspect of power is similarly reflected in Foucault’s view of power as the 
various force relations immanent in social interactions (Foucault, 2008: 92). Here, the force 
relations, “Very broadly, [...] consist of whatever in one’s social interactions [...] pushes, urges or 
compels one to do something.” (Lynch in Taylor, 2011: 19). Furthermore, we should add that 
these interactions take place on different levels. In order to clearly map out the general concept of 
power levels, we must first begin by envisioning how power is used in a local sphere, where we 
see the individual’s choices and interactions at play (microforms), e.g. in asking a colleague for 
help with a work-related task. It follows that these micro forces then combine in countless ways 
constituting larger social patterns (e.g. achieving a goal as a company in concert), whose 
collective organization finally leads to greater forms of relations that can be conceptualized as 
societies, hegemonies, or states (macroforms). In short, power at a micro-level is exercised by 
individuals within their local domain, and accordingly at a macro-level by much larger collective 
entities (Ibid.: 22). 
We here emphasise the existence of power within debt relations, where explicit 
hierarchies are created and power is wielded by the dominant player, bending the terms of 
discharge accordingly to his*her will, thus producing a particular reality in which to frame the 
relationship. This power is to be found both on a micro- as well as on a macro-level, and has a 
significant impact on how just or unfair a debt relation is perceived by the debtor. Where 
Foucault takes a decidedly neutral stance to power as not a tool but something that simply ‘is’ 
and thus shapes reality, we cannot help but depart slightly from that view and see it as something 
that in lying largely with the dominant partaker in the debt relations is actively implemented by 
e.g. the government against the student. 
It is here that we edge closer to our main point and refer to the postmodernist term 
biopolitics as the overarching idea for analysis on the extension of state power over both the 
physical and political bodies of a population, specifically in the higher educational realm. To 
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further understand the conceptual terms we will be working with, it is important to mention that 
“[d]isciplinary power works primarily through institutions, while biopower works primarily 
through the state” (Taylor in Taylor, 2011: 45). Discipline can be seen as applied biopower targeting 
individuals, centered on the “body” – a power that is directed at the micro-level –, whereas 
biopower itself encompasses the grander scheme, or the macro-level. These are “necessarily 
intertwined, since bodies make up populations and populations are made up of individual 
bodies” (Ibid.). We can further elucidate the notion of biopower by contrasting it with the classical 
understanding of sovereign power: “In contrast to sovereign power which could “take life or let 
live”, biopower is the power “to foster life or disallow it to the point of death” (Ibid.: 43). Thus, 
biopower is not just a matter of giving orders to subjects, but a much more complex process,  
 
no longer [...] dealing simply with legal subjects over whom the ultimate dominion was 
death, but with living beings, [...] it was the taking charge of life, more than threat of 
death, that gave power its access even to the body.  
(Foucault in Taylor, 2011: 43) 
 
This, more concretely, directs us to the power relations of the state and the individual through 
the medium of educational institutions by using Foucault’s concept of the docile body. Have 
students become a docile body? Foucault makes a case for the docility of soldiers to explain the 
concept. However, he views the power rather neutral and takes no stance in how the equilibrium 
should be gained. He introduces the concept by elaborating on how the military gradually started 
to place more focus on the soldier as, 
 
[…] something that can be made; out of a formless clay, an inapt body, the machine 
required can be constructed; posture is gradually corrected; a calculated constraint runs 
slowly through each part of the body, mastering it, making it pliable, ready at all times, 
turning silently into the automatism of habit; in short, one has ‘got rid of the peasant’ and 
given him ‘the air of a soldier.’ 
(1995: 135) 
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Foucault extensively analyses the ways in which the individual’s privacy and body is being 
controlled by the state. As our focus targets the notion of discipline, it is in our interest to explore 
how docility is brought about over the individual’s body by the exercise of discipline. Hoffmann 
quotes Foucault saying, “[d]iscipline 'makes' individuals; it is the specific techniques of a power 
that regards individuals as objects and as instruments of its exercise” (Hoffman in Taylor, 2011: 
28). Before we go on exploring the concept of docile bodies, it must be mentioned here that the 
titular discipline in Foucault’s work Discipline and Punish is considered to be an inadequate English 
translation of the French word ‘surveiller’. Alan Sheridan, in his translator note, comments on 
the struggle of translating the word, and how there is no single sufficient word in the English 
language that would precisely express the original meaning of the verb ‘surveiller’ with its initial 
connotations (Sheridan in Foucault, 1995: ix). “[T]he difficulties in rendering the word into 
English reflect the philosophical difficulties associated with its meaning” (Heyes in Taylor, 2011: 
160). With this we would like to encourage the reader to bear in mind that our usage of discipline 
will embody the connotations of the original word such as to surveil, inspect, observe, and 
supervise. 
The concept of docile body, while Foucault initially applied to a soldier and the military, is 
relevant when referring to a notably distinct institution, namely the university, and the individual 
under that institution, namely the student. It is important to note that the implementation of 
power in the teaching systems is rather more subtle than it is in the army or the police. It is 
common to think of the government as the primary residency of power. However, by no means 
one should overlook its existence in public institutions such as universities or schools. The 
following quote by Foucault, taken from a debate with Noam Chomsky, will expand on this 
sentiment: 
 
It is the custom, at least in our European society, to consider that power is localized in the 
hands of the government and that it is exercised through a certain number of particular 
institutions, such as the administration, the police or the army. One knows that all these 
institutions are made to transmit and apply orders and to punish those who don’t obey. 
But I believe that political power also exercises itself through the mediation of a certain 
number of institutions that look as if they have nothing in common with political power 
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and as if they are independent from it, but in fact are not. One knows the university and 
more generally all teaching systems, which appear to disseminate knowledge, are made to 
maintain a certain social class in power and to exclude the instruments of power of 
another social class. 
(Chomsky & Foucault, 1971: 00:38:17 – own transcript) 
 
We can see how educational institutions are perceived as distinct entities, entities that are 
completely separate from the exercise of state power. This bias may result from the observable 
appearance of universities and schools existing there for the betterment of the younger 
generations, that the enforcements practiced in such institutions are of less explicitly violent 
character in contrast to what the military, the court or the police represent. But Foucault raises a 
valid point in saying that as any institution is necessarily situated within the larger frame of the 
state and subject to legislative directive, the knowledge that it “disseminates” is already to some 
degree shaped by the predominant ideologies constituent of that framework. Ontological 
assumptions, methodological choices, the construction of a canon of literature (including some 
works while excluding others) – all these specificities carry elements that are part of a contingent 
and highly particular value system into institutions that produce knowledge and, in turn, 
reproduce already existing power structures. 
With this in mind, we analyze how the educational institutions subordinate the students 
in the U.S. Pertinent to our argument, we will embark on an exploration of this issue in 
correspondence with the concept of neoliberalism. 
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4.2.5 Docility in Students 
 
Seeing the student as the docile body, it will be the university, in contrast to the military, that will 
be seen as the institution exercising discipline on individuals by its curriculums, internal 
authorities, constitutional norms, and ideologies, molding students into objects instrumental to 
the market. As we mentioned in the subchapter Origins of Neoliberalism, the primary aim for the 
neoliberal university is to maximize revenue; as quoted previously, Saunders says that “revenue 
generation, efficiency, and competition define the priorities of all types of higher education 
institutions” (2011: 56). Thus, the student becomes a tool for generating money, not only for the 
universities but also for the market and the state, provided that he*she has taken out a student 
loan. Student loans come into play as another manifestation of disciplinary power exercised to 
subordinate students and further increase their subjection to the government. Federal loans act as 
a twofold adhesive, for by being financially indebted to the government the student inevitably 
feels a moral obligation to relegate or forego other expenses in order to chip away at the ever-
increasing mountain of debt. This is a concrete example of what we call the conflation of moral 
and legal debt. 
Thus students come less and less to resemble the previously invoked homo œconomicus of 
rational autonomy; on the contrary, in being reduced to a money-making tool the student is 
quantified as a unit, a body on which biopower is exercised through the use of disciplinary power. 
Foucault writes on how historically the body came to be seen, 
 
as object and target of power. It is easy enough to find signs of the attention then paid to 
the body – to the body that is manipulated, shaped, trained, which obeys, responds, 
becomes skilful and increases its forces. 
(1995: 136) 
 
As we have shown these traits are manifest in the way students are made to adhere to criteria of 
quality that largely revolve around the logic of a skill portfolio: education choices, career steps, 
and extracurricular activities are evaluated in accordance with the neoliberal power structure. 
With the impact of the neoliberal ideology more generally, heightened emphasis is given to 
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investing in the body as a unit of labour. Since homo œconomicus is seen as a self-managing 
entrepreneur, eschewing human qualities, it too makes economic sense for the state to invest in 
improving his*her instruments of generating labour power, as the higher his*her human capital 
weighs, the higher his*her production coefficient becomes. 
As students are being reduced from human beings to mere start-up assets for money-
making machines, disciplinary power is the prominent method for bringing about that change, as it 
employs various techniques “which aim at making the body both docile and useful” (Oksala in 
Taylor, 2011: 87). 
The more there is known about the subjects, the more options of control the institution 
has. For the student to enter any university he*she is required to go through the process of 
application, where he*she has to provide an academical history and documentation of degrees 
and aptitude, and those factors in turn are treated by the university as decisive information in 
determining whether the student is competent enough to enter university. Once the subject is 
deconstructed and classified, the university has the power to decide whether the applicant fits the 
criteria or not. Thus the university becomes a gatekeeper of opportunity by deciding whether the 
student’s credentials are high enough to enter the degree or not. This process of gatekeeping 
explicitly shows the power difference between the dominant and the subordinate parties, leaving 
the educational institution with decisive power over the students future. As the educational 
institution corroborates its hold over the student, it also increases its focus on regarding the body 
and its functionality as an instrument, working with “meticulous, often minute, techniques”, 
defining “a certain mode of detailed political investment of the body, a 'new micro-physics’ of 
power” (Foucault, 1997: 139) 
This, for Foucault, is essential in how disciplinary power evolves and here becomes apparent 
the importance of keeping in mind the original meaning of “discipline”, as to include to surveil, 
inspect, observe, and supervise. Thus it is through the political anatomy of detail (1995: 139), a 
central concept from Foucault’s analysis, that power seeps into every aspect of everyday life. 
Political anatomy describes the extent to which complete and fastidious control is being established 
by the state through the institutions within that state – an implementation of power that 
manifests not in a single action but rather in “a multiplicity of often minor processes, of different 
origin and scattered location” (Ibid.). Consequently, the exposure to power becomes 
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imperceptible to the individual, as the distribution of power is fragmentized to an extent where 
any focus point or source is undetectable. This picks up our earlier argumentation that the 
student in his predicament faces an intangible, diffuse amalgam of entities. The concept of 
political anatomy helps understand, though, that the neoliberal university as one of those entities 
becomes one of the sites of disciplinary power, exercised at the micro-level through exactly those 
“minor processes” of application procedures, performance assessments, and prioritization of 
economically profitable research fields. Thus political anatomy leads inevitably to the docility of the 
subject exposed to it: 
 
[political anatomy] defined how one may have a hold over others’ bodies, not only so that 
they may do what one wishes, but so that they may operate as one wishes, with the 
techniques, the speed and the efficiency that one determines. Thus discipline produces 
subjected and practised bodies, ‘docile bodies’. Discipline increases the forces of the body 
(in economic terms of utility) and diminishes these same forces (in political terms of 
obedience). In short, it dissociates power from the body; on the one hand, it turns it into 
an ‘aptitude’, a ‘capacity’, which it seeks to increase; on the other hand, it reverses the 
course of the energy, the power that might result from it, and turns it into a relation of 
strict subjection. (Ibid.: 138) 
 
In being disciplined, the student is made more efficient, a ‘better’ tool towards the acquisition of 
knowledge, which lends him*her more utility as an enterprise. But as we have established, this 
utility increases only for the state, while the student as the failed homo œconomicus does not receive 
the yields of his*her increased economic “capacity”. The student’s “aptitude” works for the 
neoliberal system, subjugating him*her to a structure that is continuously reproduced  – not least 
by the student himself*herself. The student is made docile.  
 
 
 
 
 
House 3.1.1. - Group 6                Fall 2015 
           
95 
4.3 Interim Conclusion  
 
Many concepts and theories have been described and intertwined in the previous chapter, and in 
this conclusion we will sum up and clarify the main points of our analysis made within the 
chapter Neoliberalism. We took point of departure in David Harvey’s definition of neoliberalism – 
an economic ideology that claims individual freedom is guaranteed under the framework of a 
free market and trade economy. The role of the state is to preserve this ideology, and it should 
have limited influence on the economic market. This doctrine was created by elitist intellectuals, 
inspired by Friedrich Von Hayek, who felt threatened not only by communism and fascism but 
also by state interventions, impeding on their freedom. Due to dominating Keynesian ideology 
within the West, neoliberalism did not come into play till Ronald Reagan was elected. During his 
presidency, spearheaded by Paul Volcker and Alan Greenspan, funding for many former public 
sectors was severely cut, such as social security and of course universities.  
We then tied in Foucault's analysis of human capital theory and neoliberalism with the 
research of Daniel B. Saunders. We argued that universities function increasingly as enterprises, 
which, to use the Foucauldian term, is owed to reconceptualizing formerly non-economic 
domains by applying the economic grid. In Thomas Lemke’s commentary, he writes, 
 
US neo-liberals attempt to re-define the social sphere as a form of the economic domain. 
The model of rational-economic action serves as a principle for justifying and limiting 
governmental action, in which context government itself becomes a sort of enterprise 
whose task it is to universalize competition and invent market-shaped systems of action 
for individuals, groups, and institutions. 
(2001: 7) 
 
The Bayh-Dole Act from 1980 is a policy clearly inspired by neoliberal thought. This act allows 
formerly public federally funded research to be sold for profit to private companies. Inarguably, 
neoliberal policies have created a profitable system for universities and enabled them to enter the 
market. The public universities’ collaborations with private donor companies also exert pressure 
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on their faculties to mirror and promote political views of that company, compromising academic 
autonomy. 
In addition to the university, we argued that under neoliberal ideology the student acts as 
an enterprise, or as Foucault states as homo œconomicus. Human capital theory suggests that homo 
œconomicus will rationally invest in higher education in order to further his*her human capital, 
which directly contributes to a better future income. This has in turn made the student more 
focused on attaining a degree that will guarantee a high paid job after graduation. However, in 
this way assessing the value of education on the grounds of a cost-benefit calculation we have 
come to conclude that – considering the sizeable accrual of debt – higher education in the U.S. 
as of today presents a precarious investment. 
We made use of Foucault’s concept of docile body to expose the power relation between the 
government and the university on the one hand, and the student on the other. We argue that the 
student has become docile to the neoliberal university. We put emphasis on the methods through 
which the neoliberal university subordinates its students, taking a stance from Foucault’s 
argument that power is practised in all social interactions and is not merely about dominant 
power used on less powerful subjects, but rather the progression of power hierarchy in causal 
actions that are manifested between an individual and the state. We found it pertinent to 
emphasize the existence of power within debt relations, where explicit hierarchies are created 
and power is wielded by the dominant player, bending the terms of discharge accordingly to 
his*her will. We suggested that power is not only present in the government, but also vastly 
practised in the domain of educational institutions. The further analysis of power relation led us 
to assess that the neoliberal schooling system that produces knowledge, in fact reproduces pre-
existing power structures maintaining its dominance in the hierarchy between the student and 
the university. 
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5. Discussion: Reappropriating the American Dream 
 
Throughout our analysis we have exposed and established major contradictions to lie at the 
foundation of both the abstract understanding of debt and the concrete manifestations of debt 
relations in the wake of the student debt crisis. A common trait of all these paradoxes is that they 
appear in contemporary society as an unproblematized normality – it is simply a fact of life that 
one ‘has to pay one’s debts’; the American Dream is unquestionably an iridescent promise 
citizens should strive for; human capital theory provides a sensible conceptualization of educational 
investment, enabling students to base otherwise incalculable, life-defining decisions in rational 
thinking and the empowering efficiency of cost-benefit considerations. Things as they present 
themselves are clearcut, offering a well-defined path towards moral impeccability, the realization 
of happiness and autonomy, and the guarantee of financial security. However, we have shown 
that none of these commonsensical assumptions hold true in the end, but rather collapse into 
their opposites producing guilt, constraint and financial plight. What crystallized as the 
conclusive finding of our investigations was a student rendered docile by the institutional forces 
surrounding him*her. This docility, we find, not only stems from the implementation of 
neoliberal policies as such, but precisely from the just outlined three major contradictions lying at 
the bottom of the American student debt crisis. 
In analyzing the underlying mechanisms of debt, we have shown that what seems to be a 
legal matter undeniably has a moral component to it: the moral imperative of ‘having to pay 
one’s debt’ informs any and all debt relations, whether subtly or, for example in the case of war 
reparations, overtly. We have found this imperative to be rooted in societal expectations, and it 
continues to be an unquestioned stipulation of any relationship or contract we strike up. That this 
notion largely goes unchallenged points to the fact that societal norms and expectancies subject 
the citizen to a moral framework. Upon default on the ever-present moral dictates of this moral 
framework, we have found there to come into view a web of guilt and encumbrance holding a 
firm grip on the debtor. The consequence of this reality is that the morally directed citizen 
becomes subjugated to a principle originally based on market logic. The conflation of legal and 
moral debt, then, inevitably leads to the citizen being made docile. As we have outlined in the 
analysis, Foucault’s conception of the docile body applies to institutions, and in our case the 
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institution’s role is played by neoliberal university – however, in discussing ramifications of 
docility we claim that society, which produces our moral understanding, here presents a diffuse, a 
faceless antipode to the citizen. We are as unaware of the surrounding air we breathe as we are of 
society we live in. And it is precisely this fleeting quality, stemming from a lack of awareness of 
being in society, which enables a successful subjugation on a scale this large in the first place. The 
outlets where the restraining forces of society do manifest, as in the people and institutions 
reproducing the moral imperative, go largely unnoticed and thus the subjugation to the idea of 
‘having to pay one’s debts’ perpetuates itself continuously. 
As the human capital theory presents the individual as a rational being which bases his*her 
decisions on logical thinking in economic terms, a major contradiction presents itself, as we 
consider Foucault’s abovementioned concept of the docile body. If we are to believe the human 
capital theory’s premise that the individual is driven by logic considerations through cost-benefit 
calculations, how is the individual then docile to the neoliberal system? We agree with Foucault 
that human capital is a tool attached to the individual and is far from separable from him*her. As 
previously argued, human capital is something that is obtained through the educational system, 
and the knowledge attained through higher education is something that is enabled and 
reproduced by the government and is adaptive according to market needs; this brings us back to 
the question of to what extent can human capital actually be seen as a tool and not as a rationale 
that subjugates the student. Indeed the human capital theory gives rise to homo oeconomicus as its 
inadvertent concomitant – a rationalization of the student that we have already demonstrated to 
falter in the face of the student debt crisis, where the government takes an active part in 
preventing the choice for higher education from producing benefits that outweigh the costs. 
    We have argued that the student is made to believe that he*she in the U.S. has the right to be 
free and has freedom of choice to pursue or not to pursue the American Dream. What, then, is 
the American Dream for most citizens? As we have come to understand, the American Dream 
means material wealth for most as a constitutive of its realization, and the apparent gateway to 
achieving the Dream is education. As the wages for graduates are arguably higher than those 
without a college diploma, the education gains its importance between young Americans. This 
apparent solution leaves students with no choice; firstly, the American Dream is deeply rooted in 
the culture and political value, and it has formed the general approach to life. As we know, 
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America is not built on collective sacrifice for welfare, but individual hard work in the attempt to 
achieve the very same American Dream. Whatever joint success there has been, it is always 
rooted in the promotion of individualism, being arguably little more than a byproduct of 
independent efforts that coalesce into concerted prosperity at random. Thus echoing Adam 
Smith’s Invisible Hand that guides in this way the self-interested individual to personal as well as 
collective achievement. Secondly, the education-solution provided by the government 
encourages the student to take out loans for the very same cause, that is, to be able to chase the 
dream – thus making the student docile to the government through federal loans. 
It is a reality that the American Dream is only achieved by a minimal percent of 
Americans. The Dream thus seems to function as an illusive tool peddled to the people, as it will 
ensure that people will continuously work wholeheartedly for the dream, while it only makes 
them indebted to the government in the pursuit of the dream that may never come to realize. 
The human capital theory thus propounds a freedom of choice to invest or not invest in education, 
while in reality, the student is following the entrapping path of education—debt—docility in the 
pursuit of happiness promoted by the American Dream. 
Over the last paragraphs we have outlined a threefold process of how the American 
citizen is made docile, namely through a socially contingent moral imperative, through the 
American Dream pushing for material wealth, and in turn through human capital theory itself, 
which under the neoliberal ideology appropriates this dream. 
 
Taking departure in Foucault’s conceptualization of the docile body, we see an inevitable 
diminishing of agency on the part of the docile. We will now contrast this with the human capital 
theory that argues for the opposite. 
    We acknowledge that students are agents, often making conscious choices in accordance to 
their knowledge, but we argue that the reasons for students becoming docile to the government is 
due to ignorance, as their values are shaped within a frame of ideology prior to their existence. 
They are therefore in one way or the other docile to the government; in our case, the student to 
the neoliberal system. 
With burgeoning interconnectivity through the internet and continuous publications of 
articles, journals, and studies online concerning every area of the student debt crisis, from 
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conceptual theories to concrete cases, the student has the opportunity to become informed, and 
look outside of the frame in which he*she is situated. In informing themselves about this topic 
students have the possibility to become aware of how they are docile to the system. This 
realization may eventually lead to fatalistic attitudes towards docility. We recognize an increasing 
normalcy in the neoliberal U.S. regarding the taking of loans and thus financially binding oneself 
for years to come – this has become a simple fact of life for individuals who wish to pursue a 
higher education. Debt thus has become a constitutive variable in students’ lives, as it influences 
and compromises every choice regarding future plans. Of course, the increase in tuition has been 
a gradual process, and the the complacent majority accordingly adjusted their general attitude to 
coping with it – which again illustrates the agent’s susceptibility to their surroundings, i.e. docility 
to the government’s implementations of laws.  
The establishing of normalcy of debt as part of every-day reality not only pertains to our 
case study but for example to mortgages as well. In fact, considering the extent to which the 
casual, by-the-by amassment of debt in the form of credit card usage has become an integral part 
of contemporary Americans’ everyday life, debt – mirroring the conceptual finding that debt 
constitutes money – comes to be constitutive of micro-economic transactions. An increase in 
negative worth generates productivity and actually enables purchases in the first place – and no 
one gives it a second thought. 
The system thus acquires a stability and self-perpetuates. Its congealing dynamic makes 
the task to overthrow such a system appear as a larger-than-life challenge, which, if at all, can 
only be achieved collectively. Moreover, to try and achieve change in a system that is built on 
American values might turn an external struggle into an internal as well: the student inevitably 
opposes part of him*herself, since the same set of values are imbued in the individual by being 
raised in and formed by that particular society.  
Thus far, and over the course of our analysis, we have concentrated on the subjugating and 
silencing effects of the current student debt crisis, focusing on the student made docile and 
rendered passive. This has left unaddressed the possibility and indeed the reality of active 
resistance that has formed and continues to be exercised against current developments. Our last 
part of the discussion we will therefore dedicate to initiatives trying to break the invariant 
patterns of debt and subjugation.  
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In the wake of the financial crisis of 2008 a vocal protest movement started to gain 
impetus: the Occupy Movement garnered international attention after the Occupy Wall Street 
demonstrations in New York in 2011. The popular slogan We Are The 99% represents the reclaim 
of a voice for the silenced majority that suffered greatly from the unfurling economic recession – 
positioning themselves against the 1% that dominate the world market. One of the sub-
movements of Occupy is “Occupy Student Debt Campaign,” decrying the state of affairs in 
regards to rising student debt, thus giving the indebted American student the incentive to not 
merely be passive and docile to the current neoliberal governmentality but to actually exercise 
the dormant power that lies within them to confront cemented structures and redefine the 
public’s stance towards debt issues.  
Their campaign puts forward distinct demands towards the government to provide the 
following: 
 
1) Free public education, through federal coverage of tuition fees; 2) Zero-interest student 
loans, so that no one can profit from them; 3) Fiscal transparency at all universities, public 
as well as private; 4) The elimination of current student debt, through a single act of 
relief. 
(The Occupy Student Debt Campaign, n.d.: n.p.) 
Advocating social and economic equality, the movement not only demands political change, but 
also calls to action the citizens regardless of the government’s reaction. For the Occupy Movement 
organization claims that the four issues above are not issues any powerful political figure would 
feel a need to enact because they are too dependent on financial backing from the lending 
industry. They state that “[t]he pathway to this outcome does not lie in futile pleas for economic 
reform, but through a political movement, driven by self-empowerment and direct action on the 
part of debtors” (Ibid.) – encouraging a direct refusal to pay back student loans until the 
government makes the changes wished for. This is exactly the initiation of a transition from 
docility to agency: the movement has drafted a ‘Pledge of Refusal’, where in the year that the 
pledge was launched alone, one million students voluntarily defaulted on their loans.  
Even though Occupy call for a revival of the practice of amnesty – a practice we have 
shown to have been implemented throughout recorded history –, the organization acknowledges 
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that a one-time loan-forgiveness for all student debt will only treat symptoms of the crisis and 
those only in the short term. They therefore demand not only a debt elimination, but also a 
change of how loans are handled in the future, explicitly condemning usury in their demand to 
abolish interest rates on loans, just as the general populace has, across cultures and spanning 
millennia. Referring to the demands above Occupy state that “[t]hese are interlocking principles, 
and should not stand on their own. Imagine a world in which lawmakers were to respond 
positively to the current calls for debt ‘forgiveness’ (an unfortunate term that implies the debtor 
has sinned)” (Ibid.). This directly corresponds to our argument presented in our chapter Genealogy 
of Debt and corroborates the fact that the conflation of moral and legal debt originating in religion 
still has a real and immediate impact on current times. The student should not be made to feel 
guilty for acquiring an education in the attempt to pursue happiness promoted by the American 
Dream. In accordance with Occupy, we hold that students should not be morally or legally 
obligated to pay back, when the creditors prove to be unjust in their demeanor towards the 
borrower. The Occupy Student Debt Campaign states that, 
 
[t]he culture of honoring all debts, even those unjustly incurred, is not universally 
respected, least of all on Wall Street. Loans and credit are new forms of money created 
from nothing for the ultimate benefit of the lender; they are little more than numbers on a 
computer screen. Bankers know this, and so they treat their own debts accordingly, as 
matters to be renegotiated, restructured, or written off. Only the little people are 
supposed to pay in full. As this double standard becomes more and more apparent, debt 
refusal will emerge as the most rational response to an immoral predicament 
(Ibid.).  
 
Here we find a contemporary appeal to question what in our analysis we refer to as a type of 
‘victor’s justice’, where the dominant players in the debt relation defines the rules of the deal 
according to their benefit.  
The Occupy Movement refuses to let the neoliberal appropriation of the American Dream 
control and burden their lives. They take the matter into their own hands, challenging the moral 
imperative ‘to pay back one’s debt’ by outright refusing to do just that, which proves the elasticity 
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of morality. This neatly aligns with David Graeber’s own challenging of the predominant moral 
understanding of debt as presented throughout his history of debt. It is not always the one in debt 
who is at fault in having debt in the first place – on the contrary, if creditors exploit their power 
over their debtors, the insistence on and especially the enforcement of reimbursement becomes 
an immoral practice. Increasingly this sentiment takes hold in the political sphere as well: 
although Occupy doubts that any political figure will take action and eliminate the current debt 
situation, it has been the focus point and a widely discussed topic in the current presidential 
campaigns – unsurprisingly so, seeing as 40 million Americans have student debt, a significant 
percentage of the electorate. 
Two of the candidates who have addressed the crisis within higher education extensively 
are Senator Hillary Clinton and Senator Bernie Sanders. The topic stands third and second, 
respectively, on their list of issues discussed, prominently featured on their campaign websites. 
Clinton has drafted a New College Compact, where she provides a five page solution to the 
problem, mainly focusing on making college affordable to alleviate the burden of student debt. 
To ensure this, she suggests providing grants to universities if they guarantee unnecessity of 
taking loans; transparency from the universities concerning students’ choice of degree and future 
options on the job market; to make all community colleges free of tuition; to lower interest rates 
on federal loans; and to simplify the FAFSA. In a campaign speech in New Hampshire, Clinton 
stated,  
 
College is supposed to help people achieve their dreams, but more and more paying for 
college actually pushes those dreams further and further out of reach […] That is a 
betrayal of everything college is supposed to represent [...] We need to make a quality 
education affordable and available to anyone who is willing to work for it – without 
saddling them with decades of debt.  
(Merica, 2015: n.p.) 
 
The senator directly addresses that higher education is vital to the American Dream and that the 
current government not only restricts the student but also betrays him*her in doing so, explicitly 
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acknowledging a responsibility on the government’s side to provide the conditions necessary to 
realize the American narrative of self-realization. 
Bernie Sanders, democratic socialist, has a similar plan, but goes further than Clinton. In 
congruence with many of Occupy’s demands, he argues for making all public colleges and 
universities tuition free, maintaining that it is not such a radical idea, as this was the case in some 
states before the 1980s. He states that it is “morally wrong” for the government to profit off of 
student borrowers, and therefore he wants to “significantly lower” interest on student loans by 
cutting it in half (Sanders, n.d.: n.p.). He is adamant that the plan will be fully paid for by 
imposing a tax on a fraction of Wall Street speculators. In the Guardian, Joanna Walters writes,  
 
Presidential hopeful Bernie Sanders promised on Thursday to “revolutionize” higher 
education with universal free public college tuition, because it is the “right thing to do”. 
Funding access to higher education degrees regardless of family income will make 
America richer and more competitive in the global economy, he pledged, and is also a 
way of reviving the American dream for all young people.  
(Walters, 2015: n.p., emphasis our own) 
 
Sanders addresses the same issues as Clinton, as well as we do throughout our paper: higher 
education paves the way towards the American Dream and cashing in on the students pursuing 
that self-same dream is not only condemnable but also counterproductive with regards to the 
government’s own interests – the education of its citizens being an investment for the state’s well-
being and economic gain. In a speech given at Georgetown University, Sanders quotes 
Roosevelt:   
 
In that remarkable speech this is what Roosevelt stated, and I quote: “We have come to a 
clear realization of the fact that true individual freedom cannot exist without economic security and 
independence. Necessitous men are not free men.” End of quote. In other words, real freedom 
must include economic security. That was Roosevelt’s vision 70 years ago. It is my vision 
today. It is a vision that we have not yet achieved. It is time that we did. 
(Common Dreams, 2015: n.p., emphasis our own) 
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This vision Sanders talks about can be viewed as the American Dream in a new light. It is a stark 
contrast of the neoliberal stance, as inspired by Adam Smith’s view of freedom: this new vision 
argues that freedom is not dependent on a free market economy, but rather, a secure one.  
    In order to further our argument we will sideline the republican candidates’ views on the 
student debt crisis, as their discussions of the topic are less elaborate, and add little to the matter 
at hand, namely, a reappropriation of the American Dream. 
    In our chapter Primordial Debt we have critically explored the document that lies at the 
inception of the United States of America, the Declaration of Independence. As we have repeatedly 
invoked, the “pursuit of Happiness” is one of the “unalienable Rights” endowed on any citizen 
by God, which makes for the foundation of the American Dream (Archives.gov, n.d.: n.p.). 
However, drawing on human capital theory we have shown there to be a neoliberal appropriation of 
the American narrative, informed by economic rationale on the part of the individual, where the 
narrative’s realization hinges on complying with demands of the market that have seeped into the 
educational system and cause the student to amass debt where he*she should have found 
liberation. To encapsulate, the elements necessary to pursuing happiness in contemporary 
neoliberal American society prevents the constitutional pursuit of Happiness. 
    However, the possibility for individual deliverance lies in the very document that the dilemma 
stems from. In relation to the unalienable rights of Life, Liberty and the pursuit of Happiness, the 
document states, 
 
That whenever any Form of Government becomes destructive of these ends, it is the 
Right of the People to alter or to abolish it, and to institute new Government, laying its 
foundation on such principles and organizing its powers in such form, as to them shall 
seem most likely to effect their Safety and Happiness  
(Ibid.). 
 
By now we have sufficiently established that the government has indeed become destructive of at 
least the two latter of these unalienable rights. Thus the Declaration of Independence itself puts forth a 
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most radical solution to the crisis, maintaining that the reinstating of a government better suited 
to protect these rights is not only a possibility but a right itself.  
    As we have shown, any American effectively has an obligation to actually exercise their 
unalienable right and pursue Happiness, and thus realize the American Dream. However, the 
neoliberal appropriation of that Dream has become a farce; to restore the Dream is “to alter or 
to abolish” the government. If all 40 million Americans carrying student debt were to join Occupy 
in their “Pledge of Refusal”, this collective effort to break free of their docility might generate 
momentum enough to not be ignored by the government, challenging a neoliberal ideology forty 
years in the making. Here we arrive at a junction with the potential of empowering millions: to 
turn the constricting neoliberal appropriation of the American Dream into a narrative of 
liberation again. 
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6.  Conclusion 
 
Over the course of this paper we have critically deconstructed what exactly being in debt entails. 
Our historicized analyses have furthered a comprehensive understanding of the manifold 
mechanisms and dimensions inherent to the complex. This set the stage for a nuanced analysis of 
the student’s dilemma as situated in the framework of American neoliberalism, manifest most 
evidently in the human capital theory and the implementation of its rationale in the educational 
system, which on a macro-level finds expression in the application of an economic grid to non-
economic domains. As we have shown, the rationalization of the student as homo œconomicus seems 
to offer an explanation for how a large number of Americans pursuing higher education assesses 
their education as an investment on the basis of a cost-benefit calculation. However, this 
rationalization finally falters under the weight of the debt accrued. Ultimately, we have found 
that the student in the neoliberal university is made docile.  
In our discussion we have taken this argument further in describing in what other ways an 
individual is subjugated and rendered docile, looking at the subduing effects of the all-
encompassing moral imperative of ‘having to pay one’s debts’, laying bare the constraining forces 
of the American narrative of self-realization, and the debt-encumbering consequences of 
complying with the logic of cost-benefit calculations in relation to education. Docility is thus 
instilled in the student through intangible influences, and a normality is created where the 
debilitating consequences of a world permeated by contradictions become imperceptible to the 
individual. Accruing debts, having to pay them, and shouldering both these burdens while 
pursuing the neoliberal version of the American Dream – this cumbersome path becomes part of 
a larger reality, where the market logic distorts all aspects of society to the degree that a vision of 
change is hard to attain. 
This brought us to the extreme end of a self-perpetuating reality infusing its subjects with 
maximum docility. To acknowledge the real-life instigation of counteraction and the fact that 
docility is not inevitable and can be revoked, we finally explored the possibilities of action with 
regards to the student debt crisis in an effort to account for the opposite end of docility: the 
reclaim of agency within movements of resistance. Thus we outline a vision of the 
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reappropriation of the American Dream in restoring the original meaning of the narrative of self-
realization as manifest in the Declaration of Independence.  
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